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INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 

']. You should now have received from CRE5 copies of DOT 
draft papers 1GAB(78) 1-9. 

2. I understand that CRE5 hope to make discussion on 3 November 
substantial and to reach at least preliminary views on the 
attitudetto he taken by the Government toward the Select 
Committee's recommendations. Time is short and I shall myself 

be away in Bonn on 2 November but I think it would nevertheless 
be useful if you and EID(E) could let NENAD have your first 
comments on these papers by midday on 2 November . We need to 
present a reasonably coordinated ECO view. 

3. I will attend Friday's meeting together with Mr Holmes 
from this department. I think it is essential that you should 
also attend or be represented. It would be helpful if EID(E) 
could also send someone to the meeting; if they cannot I should 

be grateful for careful briefing on the question of an initiative 
in the EEC. 




W R Tomkys 

Near East and North Africa Department 


31 October 1978 


cc 


Mr Moss EID(E) 

Hon I T M Lucas MED 
Mr Hyde TRED 
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IGAB(78)First Meeting 


INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 


Agenda for meeting at 10 am, Friday 3 November 


1. Introduction by the Chairman 

2. Government's response to the Lords Select 
Committee IGAB(78)1 

3. Response to detailed recommendations 
IGAB(78)2-9 

4. Any other business 


Papers IGAB(78)l-5 are attached together with a copy 
of the current version of the Department of Trade's 
note for firms on the Arab Boycott. Since some 
recipients of these papers may have had difficulty 
in obtaining copies of the Select Committee's report 
copies of the conclusions and recommendations are 
also attached. The remaining papers will follow 
shortly. 


TEH WALKER 
Secretary 

Department of Trade 
Tel: 215 5497 

30 October 1978 
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ARAB BOYCOTT OF ISRAEL 
MOTE FOR FIRMS 
Introduction 


The purpose of this note iss- 

a to help remove misunderstandings and unnecessary anxieties among British 

businessmen about the operation of the Arab Boycott of Israel as it effects 
British firms; 

b to provide British firms with information about the Boycott which may be 
helpful to them in taking decisions about trading and other relations with 
firms in the Arab world and Israel; 

o to set out Her Majesty's Government's policy towards the Boycott. 

2 The issue of this note does not imply any recognition of the boycott by HM 
Government nor any willingness on the part of the Government to further its 
objectives by giving publicity to it. 

HM Government's Policy 

3 As has been stated on a number of occasions by Ministers both in the House 
of Commons and elsewhere, HM Government: are opposed to and deplore all trade 
boycotts that lack international support and authority. They do not recognise 
the Boycott administration and have no formal communication with the Boyoott 
Offices. Government officials are ready to discuss with firms any problems 
they may face in relation to the Boycott. 

Countries which operate the Boycott 

A All the Arab League countries subsoPibe to thfr Boycott, 

The following countries at present have national Boyoott Offices: 

Bahrain, Egypt, Iraq, Jordan, Kuwait, Lebanon, Libya, Oman, Qatar, 

Saudi Arabia, People's Democratic Republic of Yemen, Sudan, Syria, 
the United Arab Emirates and the Yemen Arab Republio. 

The oentral Arab Boyoott Office is maintained at Damasous. 

(Note: Firms should not be under the impression that all the members of OFEC 
(Organisation of Petroleum Exporting Countries) apply the Boyoott. Those members 
which are non-Arab, namely Ecuador, Indonesia, Iran, Nigeria, Venezuela and Gabon, 
do not. Turkey is of course not an Arab country and does not operate the 
Boyoott either). 

The Boyoott 

3 The Arab Boycott which is primarily direoted against trade between Arab 
countries and Israel does not interfere with: 

a direct exports (other than of war materials) by firms in non-Arab 
states to Israel. 

b agency arrangements with Israeli firms in respect of sales to Israel. 

(NB: British companies are not therefore boyootted in Arab countries 
if they export goods to Israel. A number of British companies trade 
successfully in both Arab and Israeli markets). 








6 But there are a number of other aspects, known as the "secondary Boycott", 
which might concern British firms. Some firms have been blacklisted in Arab 
countries on grounds that they have one or more of the following connections 
with Israel: 

a a branch factory or an assembly plant in Israel; 

b that they allow Israeli firms to use their patents, trade marks or 
copyright or give technical help to Israeli firms; 

c that they have investments in Israeli companies or have general 
agents/msin office for the Middle East in Israel; 

d that they have a prominent Zionist on their Board; or they or senior 
members of the company are members of joint foreign/lsrael Chambers of 
Commerce. 

7 A foreign firm thought by the Arabs to have one or more of the proscribed 
connections with Israel listed above is normally sent a questionnaire based 

on (a) to (d) above and is usually allowed 90 days to affirm that it has no 
such connections or, if it has, to terminate the connection and produce 
evidence that this has been done. Failure to do so may result in the firm 
being blacklisted, ie put on the list of firms liable to be barred from trade 
with countries which implment the Boycott. In practioe is is quite common 
for a firm to be boyootted in some of the countries but not in others. 

Firms' individual decisions 


8 HM Government's view is that it is for each individual firm to decide 
in the light of its own commercial interests what its attitude 1 b to be 
towards the Boycott and whether or not or how far it will complete and 
return questionnaires from Boycott Offices. 

9 In considering these matters firms will no doubt wish to take into 
acoount the fact that Israel, while much smaller in size and population than 
many of the Arab countries, offers a market for a wide range of oapital and 
oonsumer goods. On the other hand, some Arab countries earn a great deal of 
^foreign exchange and are large export markets; others are short of foreign 
exchange sometimes resulting in restrictions on imports. No two of the latter 
countries are alike, except in that they are all developing countries; and for 
each it is necessary to study the present and likely future pattern of demand 
for particular products. 

10 If firms are in any doubt or require any further assistance or advice 
regarding the operation of the Arab Boycott, they are advised to contact: 

Department of Trade 

Commercial Relations and Exports Division 5 
1 Victoria Street 
London SW1H OET 
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IGAB(78)1 


INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 


GOVERNMENT’S RESPONSE TO THE LORDS SELECT COMMITTEE ON THE FOREIGN 

BOYCOTTS BILL 

Note by the Department of Trade 


The purpose of this note is to consider the main issues raised 
by the report of the Lords Select Committee on the Foreign 
Boycotts Bill, examine the recommendations and made preliminary 
suggestions about the line of the government's response as 
preparation for a submission to the Ministers principally concerned. 

General 

' 2 Although the Select Committee rejected two of the most 
extreme proposals for anti-Boycott action, legislation and 
the withdrawal of ECGD facilities for boycott-related 
transactions, they proposed a number of changes to existing 
government policies. Some of their proposals represent little 
more than an extension or minor adaptation of existing policies; 
others represent a more serious change and, if implemented, 
would mark a significant departure. The recommendations have, 
of course, to be considered individually but it is important, 
in this sensitive area, not only to consider the acceptability 
of specific proposals in isolation but also to take into account 
their cumulative effect. 

3 There is, however, a prior question to any consideration of the 
recommendations, either individually or collectively, namely 

what should the government's policy be in the light of the Select 
Committee’s conclusions. 

The Government's policy 

4 The Select Committee's report will obviously generate a 
pressure for an an expectation of change. But it is as well to 
recognise that, despite its critics, the government's present 
policy has served its purpose well for a considerable time. Indeed, 
it could be argued that it meets adequately the four criteria 
suggested by the Committee as it stands. It has not prevented the 
UK from playing a constructive role in search of a Middle East 
settlement; it has not been a serious obstacle to the development 

of friendly relations with Israel or the Arab States; it has not 
been an impediment to the promotion of UK exports; and it has 
certainly not stood in the way of the development of a positive 
policy against racial discrimination, 

5 Moreover, although the Committee criticised the government 
on certain aspects, their report is not a condemnation of the 
government's position. Indeed, in their analysis, the Committee 
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accepts broadly a number of important points which underlie 
the government's attitude. The major ones are:- 

(a) The importance of maintaining and increasing the 
UK's exports to the Kiddle East 

(b) The Boycott is a fact of life; it can be operated 
in a way that can have a serious impact on 
individual companies and on the flow of trade 
between the UK and the Arab States. 

(c) It is proper to leave the final decision whether 
or not to comply with the Boycott to individual 
companies 

(d) A direct challenge to the Boycott either by the 
government or companies would represent a risk 
to the UK's economic interest 

(e) The existence and maintenance of the Boycott is a 
matter of political importance to a number of 
influential Arab States. 

Nevertheless, there are differences between the views of the 
Committee and the government and these should not be minimised. 

In general terms, they fall into two categories - differences in 
the concept of "neutrality" and in the estimation of risk attached 
to the adoption of a clear anti-Boycott policy. 

6 Could the government be more "neutral"? This question is not 
raised directly in the report’s conclusions. It is however, 
implied in paragraph 110 in relation to the government's 
announced attitude and in paragraph 114 in relation to the 
authentication of negative certificates. It is true that in 
both cases the Committee do not say that the government is 

not neutral but rather that it appears not to be so. £u!T the 
general implication in the conclusion is that neutrality and 
the maintenance of friendly relations with Israel involves a 
more active policy of resisting the Boycott. 

7 There are obvious pitfalls in adopting such approach without 
qualification. There is and can be no objectively neutral 
position when two opposing sides interpret every statement 

and action by a third party as an indication of its attitude 
towards their particular political objectives. To suggest 
to the Arab Sts.tes that to date HUG's policy has appeared to 
favour them rather than Israel would immediately expose the basic 
nature of the problem. Nevertheless, there is a serious point. 
Although the government's present policy has not prevented the 
establishment and maintenance of friendly relations with Israel, 
there is no reason to tolerate the 3oycott more than is needed. 

It is inconvenient and objectionable that UK fims should be 
subject to external pressures and the more its impact can be 
lessened the better. Iloreover we would wish to minimise, where we 
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can, the scope for misrepresenting HMG’s policy on the boycott 
as less neutral than it really is. 

8 Are the risks of being seen to oppose the Boycott less than 
have been supposed? The government has, of course, clearly 
stated its opposition to the Boycott but the Select Committee 
is right in seeing that declaration as largely offset by the 
decision to leave the question of compliance to companies. It 
is also true that the government have been very conscious of 
the risks of appearing to challenge in other ways the operation 
of the Boycott. Nevertheless, in evidence to the Committee, 
these risks were not exaggerated and although it is hard to give 
actual examples, there would seem to have been some re—assessment 
in recent years, leading to a greater willingness to consider 
more overt and practical steps to help and guide firms. However, 
there is still reason to suppose that a policy of directly 
’challenging the Boycott would carry with it some risk to UK 
economic interests. The US and Canadian experience is not 
adequate proof to the contrary. Canada's interests in the 
Middle East are relatively small and the present policy of the 
Canadian government represents more an impediment to their firms 
than an attempt to confront the Arabs; the US, as has been argued 
before, is in a special category of influence and economic power. 

9 The suggested conclusion is that the government’s assessment 
of the risks does not need substantial modification. In essence 
this is that there is no need to be over anxious about offering 
guidance or talcing practical steps that are intended to help firms 
cope with the Boycott or resist unreasonable demands on the part 
of the Boycott authorities. Because, however, of the vital 
importance of the Arab markets, it is necessary to be wary of 
talcing any action which could be represented as a direct challenge 
to the right of the Arab states to maintain and operate the 
Boycott and in particular any challenge which could be regarded 

as politically directed. 

10 In summary, it is suggested 

No fundamental change is required in the government's 
present policy 

The aim should, however, be wherever possible to 
reduce the impact of the Boycott on firms and in 
individual cases to try to persuade Arab states to 
relax their requirements 

There is no call for action which would not 
secure any relief from the Eoycott and in particular 
action which would simply impede firms' export efforts. 

17e should however do what we can, both generally and 
in our response to the Select Committee's recommendations, 

3 

CONFIDENTIAL 


(i) 

(ii) 

(iii) 

(iv) 




CONFIDENTIAL 



to correct any impression that HUG is not 
completely neutral in this matter; in many 
instances this may be a matter of tone and 
presentation rather than of substance. 

The recommendations 

11 The recommendations are considered individually in the 
subsequent papers IGAB(70)2 - 9. Where appropriate, related 
recommendations have been grouped together. It has been assumed 
that the two recommendations concerning legislation and the 
withdrawal of ECGD facilities need no further examination. 

12 It is perhaps also worth making the general point that 
many of the conclusions and recommendations are more loosely 
drafted and ambiguous than might be expected of a Committee 

• of this calibre. Some of the imprecision no doubt reflects 
the difficulty which the Committee had in reaching a compromise 
between opposing views; in other instances the ambiguities 
and contradictions could well have been inserted deliberately. 

The lack of precision and the balancing of opposite 
considerations has some advantage in that it allows a degree 
of flexibility in interpretation. It also has the disadvantage 
that the report can be read by the anti-Boycott lobby as talcing 
a stronger and firmer line than some of the members of the 
Committee intended. 

The Government's response 

13 It is understood that the Chairman of the Select Committee 
has already suggested that time should be set aside for a debate 
in the first week in December. There is no reason for the 
government to resist this proposal. A debate will enable the 
Committee's conclusions to be aired thoroughly. And there will 
be no need for a further substantive response, for example a 

White Paper. The timescale may create some problems. In particular 
the government may not be in a position to give a complete 
response on all points. It should, however, be possible to 
give an indication in each case of the broad approach and to 
undertake to inform the House of particular conclusions at a 
later date. 

14 Once conclusions have been agreed inter-Departmentally 
about the line of the government's response, it is proposed 
to put a submission to the Secretary of State for Trade 
inviting his agreement. The submission can cover all aspects 
of the Committee's report but it is likely that the Foreign 

& Commonwealth Office and the Home Office will wish to submit 
advice separately to their ministers on those aspects of concern 
to their Departments. In order to provide a focus for such 
advice and to inform Ministerial colleagues of what is intended, 
it may be helpful for the Secretary of State for Trade to write 
to the Foreign & Commonwealth Secretary setting out his 
preliminary conclusions and inviting agreement. 


October 1978 
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IGAB(78)2 

INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT : RECOMMENDAT IONS 2 AND 4 
Note by the Department of Trade 


RECOMMENDATIONS 2 (PART) and 4 (PART) 

"The appropriate response to the Arabs' action is to develop 
the opportunities for trade in spite of the Boycott rather than 
to penalise British companies because of the trade conditions 
set by the Arabs. Accordingly the Committee recommend that the 
Bill should not proceed". 

"The first requirement is to encourage companies who wish to 
trade in the Middle East in spite of the Boycott. HMG should 
give active assistance." 

Comment 

The Committee's recommendation that the government should increase 
their export promotion effort in the Middle East markets is 
the corollary to their conclusion that legislation is not 
a practicable or desirable course. To some extent, the 
recommendation was no doubt formulated for presentational 
reasons - to avoid criticism that the report itself is too 
negative. The Committee did not review in any detail the range 
or depth of present export promotional effort in relation to 
either the Arab states or Israel and the recommendations and 
the explanatory paragraph (107) do not make specific proposals for 
change. Nevertheless, the recommendations should not be over¬ 
looked or dismissed on grounds that the government is doing as 
much as it can already. To do so v/ould represent an unnecessary 
rebuff to the Committee but it might also be taken to imply 
disagreement with their conclusion that promoting trade is a 
better alternative than preventing compliance with the Boycott. 

Assessment 

2 It is not easy to produce new ideas for intensifying our 
trade promotional effort in the Middle East particularly as, 
in general, activities are geared to the demands of industry. 

Also CRE^, the Posts and the Area Advisory Groups have been 
studying the ground intensively for some considerable time. 

However, it is never possible to be sure that no improvement 
can oe made and in the case of Israel there could well be scope 
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for increased for increased promotional activity. BOTGI is 
indeed considering ideas such as regional seminars, further 
high level visits and increased contact with trade associations 
as a means of stimulating missions. The Select Committee 
report could be the right occasion and a useful opportunity 
to look afresh at the subject. It is not suggested, however, 
that attention should focus exclusively on Israel; there would be 
no harm in looking again at the range of methods and activities 
employed in the Middle East markets. 

3 We are already committed to giving the BOTB the opportunity 
to discuss the report and conclusions. If time permitted, 
it v/ould be helpful to discuss promotional activities with them 
before the debate on the report. However, that is unlikely 
to be practicable and it may be necessary to present the report 
in general terms to the Board for first discussion with 
the suggestion that at a later date they should consider further 
and separately promotional policy. That v/ould also give 
time for internal consideration in the Department and a preliminary 
discussion with the two AAG chairmen, to ensure that any 
discussion in the BOTB was as practical and well directed as 
possible. 

4 The suggested action is as follows 

(a) In their internal export review, CRE5 should 
consider in general terms the adequacy of the 
promotional effort in the Arab states and Israel, 
identifying areas of weakness and make any proposals for 
a fresh approach 

(b) The findings should be discussed with the AAG chairmen 
separately, who would be invited to consult their 
groups. 

(c) The combined views of the Department and the AAGs 
should be submitted to BOTB for discussion 

5 At a later date it might be appropriate to announce the 
results of the examination by written question and answer. 

The Government’s response 

6 In the debate it will be possible for the government spokesman 
to welcome the approach suggested by the Committee and to*say that 
action is in hand. Consideration can be given nearer the time to 
the question of whether any undertaking is given to make a further 
announcement about the results. 
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igab( 78)3 

INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT : RECOMMENDATIONS 3 AND 6 
Note by the Department of Trade 


RECOMMENDATIONS 3 and 6 

(3) "Nevertheless the present situation is not satisfactory. 

By their secondary and tertiary boycotts the Arabs try to 
involve third parties in their war against Israel and this 
should be resisted. Accordingly, while companies should be free 
to decide their attitude to the boycott in the light of their 
commercial interests, Parliament and the government should set 
the political context in which companies so decide." 

(6) "Although companies should be free to choose whether 
they comply with the boycott, they should whenever possible 
avoid signing contracts which include conditions specifically 
discriminating against a friendly state." 

Comment 

A welcome aspect of this recommendation is that the Committee 
explicitly recognises that compliance with the Boycott is 
properly a matter for firms’ own decision in the light of their 
commercial interests. However, beyond that, it is not entirely 
clear what the Committee intend. The position is made no 
easier by the apparent contradiction in paragraph 110 where 
it is suggested that, while companies cannot be expected to take 
account of political issues in deciding their attitude to the 
Boycott, Parliament and the government should nevertheless give 
them guidance on this aspect. The interpretation of the 
Committee's intentions is made more difficult by the introduction 
in the latter part of the same paragraph of a reference to the 
Canadian government's policy of withdrawing support for companies 
complying with Boycott requirements. Despite these ambiguities, 
it would seem reasonable to suppose thatvhat the Committee is 
principally concerned about is the extent to which the government 
is prepared to give firms a firmer lead than at present in 
deciding how to react to Boycott requests. The use of public 
fluids or the withdrawal of support can more easily be dealt with 
as a separate issue in relation to Recommendation 7. 

Assessment 

2 Two questions need to be considered, first, whether the 
government can and should make a more explicit statement of polic; 
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with the specific intention of influencing firms’ decisions and 
secondly, whether and by what means any new statement should be 
given practical effect. 

3 Although one can sense what the Committee means by setting 
the political context, it is not easy to suggest how this might 
be done in practice. The present statement of government policy 
is forthright in its opposition to Boycotts which lack 
international authority. Setting that statement against the 
general political background would not add to its strength and 
would be difficult to achieve without giving offence to one side 
or the other. For this reason it is preferable, in any case, 
to stick to a condemnation of boycotts in general than the Arab 
Boycott in particular. Furthermore, it is questionable how far 
it is reasonable to expect firms to take into account the 
complexities of the Middle East situation in deciding whether 
or not to comply with Boycott requirements. 

4 It is somewhat easier to deal with the proposal that 
companies should avoid signing contracts which include Boycott- 
related requirements and that the government should offer 
guidance on that point. If they wished, firms could now take 
account of the government's view of the Boycott in deciding whether 
to comply or not. It is certainly not true, as the anti-Boycott 
lobby has on occasion attempted to maintain, that the government 
expects its view to be disregarded. It would not be a great step 
to suggest that firms should take into account the government's 
attitude. To go further, however, and to advise them not to 
comply must be ruled out. It would imply a responsibility for 
giving greater assistance and support than is possible and 
would conflict with the principle that firms should be free to 
make their own choice. 

5 Any change, even if cosmetic, may carry some element of risk. 

The more that any change could be represented as an attempt by 
government to concert resistance to the Boycott, the greater the ris 
of reaction by the Arab states would be. Merely pointing out the 
government’s position more explicitly should not present a 
particular problem. A further danger is that any implication that 
firms might take account of political factors will be used by the 
anti—Boycott lobby to put pressure on individual firms and in 
particular the nationalised industries. The result may be greater 
rather than lesser confusion. 

6 On balance, it is worth going some way to meet the Committee’s 
wishes. This might be done by extending the present statement of 
government policy as follows: 

"HM Government are opposed to and .deplore all trade 
boycotts that lack international support and authority. 
They do not recognise the boycott administration and 
have no formal communication with the boycott offices. 
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The government’s policy is to maintain friendly 
relations with the Arab states and Israel and it is 
therefore against the introduction into commercial 
documents and transactions, of clauses and undertakings 
which are intended to restrict the commercial freedom 
of British firms to trade with all countries in the 
Middle East. Although the government has no wish 
and does not intend to interfere with the ability of 
individual firms to decide in the light of their own 
commercial interests what their attitude should be 
towards the Boycott and whether or not or how far they 
v/ill complete and return questionnaires from Boycott 
offices, it believes that companies will wish to bear 
in mind this statement of general policy and to avoid, 
as far as possible, giving undertakings which 
limit unnecessarily their commercia.1 freedom. The 
Department of Trade is ready to discuss with firms any 
problems which they may encounter with the Boycott." 

7 A statement on the above lines could replace the similar 
passage in the Department’s present Note for Firms. Further steps 
might be:- 

(a) Hints to Businessmen - the addition of a note on the 
Boycott to the copies covering the relevant Arab 
states. 

(b) Advice by CRE5 and the Posts - advising companies 
how to avoid or resist Boycott declarations. 

(c) Further publicity - ensuring that the government’s 
policy received a wider circulation. 

8 It could be argued that the Hints to Businessmen for Arab 
countries should in any event refer to the Boycott. However, 
there are difficulties. It would not be helpful simply to 
include a statement of government policy without giving more 
information in a publication which is intended to inform 
businessmen and not simply be a vehicle for government policy 
statements. References would need to be tailored to individual 
countries and kept up to date. On the whole therefore since no 
one has pressed for the inclusion of a Boycott entry, it would 
be better to make no change. 

9 CRE5 already advise films, as far as they can, on the handling 
of Boycott clauses. Frequently firms themselves wish to know 
whether a clause represents a normal requirement and some 
seek to persuade their clients to replace, for example, specific 
undertakings with a general assurance. It would help 
presentationally to let it be known that CRE5 and the Posts accept, 
as a normal part of their advisory function, guiding firms on 
dealing with Boycott undertakings. 
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10 If the government’s statement of policy is included in the 
government spokesman’s speech during the debate on the Select 
Committee Report and it is incorporated in the note for firms, 
there should be no need for further and wider publicity. 

The Government's response 

11 The government should make the limited change to its 
statement of policy oulined in paragraph 6 above. CRE5 and 
Posts should continue to accept the responsibility of advising 
firms on handling Boycott clauses. 
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IGAB(78)4 

INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT : RECOMMENDATION 4 
Note by the Department of Trade 


RECOMMENDATION 4 (PART) 

"Companies should be urged voluntarily to report boycott requests 
to the Department of Trade so that other companies can benefit 
from their experience." 

Comment 

The Committee appear to have accepted the arguments against 
mandatory reporting of requests to comply with the boycott but 
have suggested what amounts to a voluntary register. They appear 
to have two aims; the first is to maintain some kind of 
statistics on the number of requests to comply with the boycott 
and the second is to provide for an exchange of information and 
experience. 

Assessment 


2 Given the voluntary nature of the reporting and the undoubted 
desire of most UK businessmen not to become involved in such 
reporting, such statistics would not allow any meaningful 
information to be drawn from them. Certainly they should not 

be published since they would only serve to mislead. 

3 On the other hand there is no doubt that it is useful to be 
able to exchange experience. Indeed the Department of Trade has 
been providing this service for a long time. Many firms have 
discussed with officials their problems with the boycott and 
officials have drawn on this to advise other companies 
experiencing similar problems. In some cases, with the agreement 
of all concerned, firms have been put in touch with each other. 
Generally these are not the most routine cases but ones that 
involve complex problems of procedure or of boycott theology. 

This service is fairly widely known and the note for firms issued 
by the Department invites companies experiencing problems with the 
boycott to get in touch with the Department of Trade. It would 

be a positive and helpful step to make the service more widely 
known and to encourage firms to report their experiences. The 
note for firms could be amended accordingly. 

The Government's response 


4 It will be possible to welcome the Committee's proposal in 
principle, while explaining why no purpose would be served by 
trying to encourage the reporting of every boycott request. 
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INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT: RECOMMENDATION 5 
Note by the Department of Trade 


RECOMMENDATION 5 

"More diplomatic opportunities should be taken, especially 
informally, to reduce the incidence of the secondary and 
tertiary boycotts." 

Comment 

In his letter to the Select Committee, the Foreign and Commonwealth 
Secretary pointed out that our Ambassadors were from time to time 
instructed to intervene on behalf of UK firms experiencing 
difficulties with the Boycott. The Committee acknowledge this and 
also accept that informal approaches are more likely to be effective 
than formal protests. The Committee apparently felt, however, that 
it would be possible to do more and in paragraph 109 urge that 
diplomatic resources should be more fully exploited, without 
explaining what they have in mind. 

Assessment 

2 The most frequent cases of intervention by Posts in the past 
have involved the clarification of misunderstandings or elements 
of ambiguity in the Boycott rules, the extension of the Boycott 
beyond the known principles or attempts to persuade particular 
Arab states to argue on behalf of British firms in Boycott 
Conferences. Very seldom, if ever, have Posts raised the cases of 
firms which were clearly in breach of the Boycott; nor have they 
frequently raised general points. It has normally been left to 
the Posts to decide how representations should be made and to whom. 
We have not however publicised the fact that, as part of our help 
to companies, we are prepared to make approaches through 
diplomatic channels and, when diplomatic representations have been 
made in specific cases, we have preferred to make no public 
reference to them. 
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3 There is probably little more in substance that could be 
achieved through diplomatic channels. No useful purpose would be 
served by delivering regular protests on behalf of blacklisted firms 
or about the Boycott generally. Posts would lose creditbility if 
they pursued every case, no matter how hopeless. Nor would it be 
desirable to make all representations public. Often the companies 
concerned will wish these matters to remain confidential and, as 
the Committee has recognised, public protests may be counter¬ 
productive. 

4 However, now that the report has drawn attention to the 
possibility of approaches through diplomatic_channels and the 
Foreign and Commonwealth Secretary and officials in evidence have 
outlined ways in which Posts do intervene, no useful purpose would 
be served by undue reticence. It is therefore suggested that a. 
passage should be included in the revised note to firms explaining 
that the Government is prepared, in appropriate cases, to take up 
problems affecting individual companies through diplomatic channels. 
Moreover if, in a particular case the company concerned were to 

see no objection and the balance of advantage from the Government's 
point of view appeared favourable, we ought to be prepared to 
disclose publicly that representations had been made. 

5 Although no substantial change in practice is proposed this may 
be the occasion to offer Posts fresh guidance on diplomatic 
approaches about the Boycott and to clarify with them what lines of 
action are likely to prove most practicable. The new guidance would 
need to cover action under the following headings: 

(a) To raise individual cases with the appropriate authorities 
privately and, on occasion publicly, (where it would be 
helpful, for example, to register HMG's concern about the 
treatment of an important UK interest). 

(b) To clarify Boycott procedures and points of principle and 
to rectify misunderstandings and mistakes. 

(c) To keep Departments informed about changes in the Boycott 
and its operation. 

Such guidance would need to be drafted by NENAD, MED, TRED and CRE5 
in consultation with the Posts. 


The Government's response 


6 The■Government's response might be that it is willing to continue 

to make approaches through diplomatic channels about boycott 
problems affecting particular UK companies and that its ability to 
take more diplomatic opportunities for this purpose is limited only 
by the extent to which appropriate cases are drawn to its attention. 
To this end the Government would therefore propose to include a 
passage in the revised note to firms as outlined in para 4 aoove and 
would be prepared to publicise representations on occasion if the 
conditions outlined in para 4 above are satisfied. 
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redistributed elsewhere. Domestic demand might take up the slack. If there 
were changes in exchange rates or other variables that affect competitiveness, 
resources released from one area could directly or indirectly contribute to the 
foreign balance. Ihe extent to which these factors compensated for Arab losses 
would depend on such factors as the level of world demand, exchange rates and 
the room for manoeuvre in the British economy. Adaptation to a new situation 
would cost money, would hit some individuals and firms and would reduce 
confidence in Britain. The overall risk however can scarcely be given a 
monetary figuie and could best be described as a loss affecting the room for 
manoeuvre of the British economy in the opposite direction from North Sea oil. 

96. Risks, however, there certainly arc. The UK is not on a par with the USA 
because the British arc far more dependent on exports, and substitutes for her 
exports are more readily available elsewhere. Seeing opposition to the boycott 
growing the Arabs could very well stiffen their resistance and choose to make 
the UK an example to any other country which felt tempted to follow the 
Americans. The reasons for Arab economic warfare against Israel are if any¬ 
thing stronger than they were in 1945 when the boycott began. Such risks have 
to be recognised. 
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97. The provisions of the Foreign Boycotts Bill would also hit certain 
sections oi the British economy whatever the Arabs do. The ban on complying 
with a foreign boycott must interfere with the ability of the shipping industry 
to serve the Middle Hast (see paragraph 82(1)). The ban on answering 
questionnaires could easily lead to companies being blacklisted by mistake. 
Banks would lose business through an inability to accept boycott related letters 
of credit. Severe disruption and loss would also be felt in certain commodity 
markets, where other boycotts apply and British re-exporters would be prohibi¬ 
ted by the Bill from complying with the forwarding requirements of the original 
supplier (see paragraph 82(6X7)). ^ 


PART IV 

Conclusions of the Committee 

Foreign Boycotts Bill 

98. In the Committee’s opinion British policy towards the boycott should 
attempt to meet four mam conditions. First it should do nothing to impede the 
negotiation of a settlement in the Middle East which must be the prime aim 
of all nations. Secondly the UK must maintain her friendly relations with both 
Arabs and Israel. Thirdly the right conditions should be provided for the 
UK to increase her exports world-wide and especially in the valuable markets 
tti/ if ^ ast - Fourlh ly British policy of non-discrimination within the 

UK between people of different races, religions and ethnic origins should not 
be undermined by the policies of foreign governments. 

99. The first condition does not lead to any automatic conclusion about the 
Bill. The views of the Foreign Secretary are as follows: “Any change whether 
legislative or administrative, which substantially changed the present’situation 
would in the Government’s opinion be bound to damage relations between the 
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UK and the Arab states, who would regard it as a political act marking a shift 
in British policy in favour of Israel. The Government’s ability to contribute 
effectively to peace negotiations would in consequence be hampered. The effect 
of such measures would be particularly damaging at a time when hopes for 
progress towards peace between the Arab states and Israel are perhaps higher 
than for some time. Arab Governments would be likely to question the motives 
of the Government in introducing legislative or administrative action against the 
boycott at this juncture” (A 76). The Committee attach due importance to this 
warning. On the other hand, the Americans have passed legislation similar to 
the Foreign Boycotts Bill and, in spite of the protests of the Arab League in 
June 1977, this does not seem to have vitiated the Americans’ negotiating 
strength. They are still leading the international effort to bring the Arabs and 
Israel together in negotiations which the UK is actively supporting. It would 
certainly be counter-productive to introduce legislation of a kind which united 
moderate Arab forces with the hard-line advocates of international aggression 
or interrupted peace moves already under way. The Committee however are 
unable to say that the Foreign Boycotts Bill would inevitably have this effect 
and the case for legislation stands or falls on other grounds. 


100. The Council of Arab Ambassadors in London have made the following 
statement about the boycott to the Committee: 

“ This issue is of a highly political nature, and to be understood properly 
should be considered within the context of the Middle East conflict as a 
whole; as it stems from the fact that the Palestinian people have been 
deprived of their basic national and human rights, and also from continued 
Israeli occupation of Arab lands in defiance of United Nations resolutions. 
We strongly believe that any attempt to isolate the question of the Arab 
Boycott from its general context would have detrimental effect on the 
flow of trade and services between the United Kingdom and Arab 
countries.” 

The Committee accept that the boycott cannot be considered out of its political 
context and it is this which will ultimately decide the degree of resistance 
shown by the Arabs to international pressures against the boycott’s operation. 

101. The guarded threat in the Ambassadors’ statement raises again the fears 
of British commerce that the Bill would jeopardise all their trade with the 
Arabs. For reasons already given the Committee think that the dangers of 
action can easily be overstated. Nevertheless the risks arc very real for a country 
that depends heavily on exports and they have to be weighed against the likely 
benefits of legislation. Here the third condition in paragraph 98 is of major 
importance. British policy should be aimed at expanding exports. The key to 
this is not legislation but the attitude of British exporters and the quality of 
their goods and services. The Committee have received enough evidence to 
satisfy them that the existence of the boycott does not necessarily do serious 
damage to trade prospects. If companies show enough courage and enterprise 
there are plenty of opportunities for improving trade; and with the help of 
energetic diplomatic posts British firms are already taking these opportunities. 
The Committee favour a policy which is aimed at promoting the necessary 
courage and which produces a climate in which the exporters can work. Trade 
is bound to depend on the commercial decision of individual companies, and 
to this extent the policy of Her Majesty’s Government is right. No legislation 
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can alter the fact that companies must decide for themselves where their 
commercial interests he; nor can it compel company managements to tender 
lor contracts which they consider not to be in the best interests of their 
shareholders and employees. 

102. The foreign Boycotts Bill is unlikely to provide the right environment 
lor increased exports. Such legislation passed by only one European country 
will not have the effect of dismantling the boycott apparatus. Only concerted 
action by the majority of European states could be expected to have* that result. 
Jhe Bill would not succeed in making trade with the Middle East easier. 
Instead it would add a fresh layer of statutory rules to be complied with and 
make trade more difficult. In some cases at least it would bring trade to a halt, 
and it would probably cause the transfer of many export orders to Britain's 
international competitors, because British exports are generally substitutable. 

103. It might be argued that other policy considerations should lead to the 
conclusion that the level of exports ought not to occupy a position of such import¬ 
ance and that the risks of legislation were worth taking. Several witnesses have 
arguca forcefully that the Bill is the best way of combating the insidious growth 
of the boycott weapon. The Americans have decided to accept these same risks. 
But the chances of successful legislation depend on the political climate in which 
it is passed, and the political climate in the UK is not right at the moment. 
Hardly any of those directly involved arc prepared to face the risk. Commercial 
witnesses are almost unanimous in their opposition. Her Majesty’s Government 
are opposed to the Bill, and government policy on this question has shown no 
signs of variation in recent years, regardless of which political party is in power. 
Until a willingness develops to accept the risks, there is no prospect for far- 
reaching anti-boycott legislation being implemented or achieving its purpose. 


104. In brief, therefore, legislation carries with it economic risks to a country 
dependent on exports as explained in paragraphs 83-97. The overall total of 
Anglo-Arab trade is so large that a high degree of caution is needed in consider¬ 
ing any measures which might have repercussions on it. On the other hand 
any benefits to be gained from the Foreign Boycotts Bill are uncertain (see 
paragraphs 81-83). In the absence of widespread support, they do not warrant 
taking the risks involved. The Committee therefore do not believe that the case 
for the Bill has been made out. They have also considered whether a case can 
be made for parts of the Bill and have come to the conclusion that piecemeal 
legislation would not be helpful. If legislation were appropriate, it would be 
more sensible to follow the American example than to trv a new and different 
version. As it is, the Committee find that legislation invoking the imposition of 
penalties on British companies is an inappropriate way of reacting to the trade 
conditions set by Arab governments. The Committee do not rule out the need for 
UK legislation in the future if the impact of the bovcott on British business cannot 
be reduced by the measures they advocate or other means. In the meantime and 
for reasons they have given they recommend that the Bill should not proceed 


Future Action 

105. Nevertheless the Committee do not find the present situation satisfactory 
The boycott thrives because it is not resisted and is even given the unsolicited 


hclj 
obj- 
intc 
to c 

1 

of 

boy 

on 

gov 

con 

rca- 

dec 

Sec 

adn 

that 

ter: 

as t 

whi 

by . 

of r 

Com; 

Britr 

well 2 

10 / 
more 
activ. 
to c 
posv‘ 
exp*, 
enc* 
the 

J( 

requ 
com 
lory 
on t 
a be 
reiat 
shoe 

10 

suad 
the i 
are ; 
and 

moTv 

state 












SELECT COMMITTEE ON THE FOREIGN BOYCOTTS BILL [H.L.] 


35 


help of British companies operating what amounts to a voluntary boycott. It is 
objectionable for those who are not party to the Middle East conflict to be drawn 
into it and for the exercise of legitimate economic activity to be made subject 
to extraneous political conditions. 

106. In the following paragraphs therefore the Committee discuss a number 
of ways of altering the political context in which companies approach the 
boycott and exercise their commercial judgement. These paragraphs are based 
on three premises. The Committee believe, first, that it is for Parliament and 
governments to set the political context in which companies operate; within that 
context companies will rightly take their decisions for mainly commercial 
reasons and it is wrong for Parliament to expect companies to take political 
decisions about compliance with the boycott in the absence of positive guidance. 
Secondly, although no western government recognises the Arab boycott or its 
administration, the boycott must be acknowledged as a fact of life, provided 
that this falls short of condoning it. Thirdly, the boycott at its secondary and 

■ f tertiary levels represents an attempt by the Arabs to involve third parties, such 
as the UK, in the conduct of their warfare against Israel and this is something 
which third parties are bound to resist. The primary boycott is a weapon used 
by most countries when it suits them and falls outside the Committee’s terms 
of reference. The secondary and tertiary boycotts however, which the 
Committee are considering, offend against three of the basic conditions of 
British policy, that is the wish to expand trade, to be friendly with Israel as 
well as the Arabs and to prevent discrimination in the UK. 

107. First the Committee recommend that the Government should take a 
more positive line in relation to the boycott. They should increase their present 
activities in trade promotion: energetic consular help to all exporters attempting 
to expand Middle East trade; publicity for the trade openings which are 
possible without contravening the boycott rules; informal assistance to those 
experiencing difficulty with the boycott authorities. The emphasis here is on 
encouraging trade rather than discouraging compliance with the boycott and 
the aim should be to promote “ business as usual ” in spite of the boycott. 

108. Secondly the Government should urge companies receiving boycott 
requests to report them voluntarily to the Department of Trade so that other 
companies can benefit by their experience. The Committee accept that a statu¬ 
tory requirement to report boycott requests is unnecessary and an undue burden 
on both companies and Whitehall. Nevertheless shared information would give 
a better understanding of the extent of the boycott and of its operation. Statistics 
relating to these reports might be published but otherwise the information 
should be received in confidence and the identity of companies not revealed. 

109. Thirdly, suitable diplomatic opportunities should also be taken to per¬ 
suade individual Arab states to narrow the application of the boycott, with 
the goal of eliminating its secondary and tertiary levels. Some such opportunities 
are already taken without publicity as the Foreign Secretary indicates (P ) 
and the Committee accept his view that informal approaches are likely to be 
more productive than formal protests. The latter may only provoke extreme 
statements of boycott doctrine. But the Committee have gained the impression 
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that diplomatic resources could be more fully exploited and this is what they 
urge. Given that the boycott is so unevenly applied, there is undoubtedly scope 
for negotiation with individual Arab governments. 

110. The Government should also show that their opposition to the secondary 
and tertiary boycotts is more than a form of words. Their general policy of 
deploring the boycott and yet leaving all decisions to the commercial judgement 
ot companies without any reference to the Government s view is not wholly 
consistent. Companies will use their commercial judgement anyway. They will 
take their decisions mainly on commercial grounds and cannot be expected to 
let their decisions as to what is in the interests of their company be affected 
by political issues or judgements. Parliament and governments should give 
guidance on this, since compliance with the boycott is as much a political as 
a commercial decision. The outcome of present practice, in the Committee's 
view, is to make the Government appear not to be completely neutral. What 
the Committee recommend (in paragraphs 111 and 112) is a policy more like 
that of the Canadian Government, though not exactly the same. The Canadian 
Government not only deplore the boycott and allow companies to decide for 
themselves whether their commercial interests require them to comply or not; 
they also actively encourage companies to observe the Government's statement 
of hostility to the boycott. Canadians who comply with the boycott in spite 
of public policy forego government support for the project concerned (see 
paragraph 71). 

111. The Committee recognise that there can be a basic conflict between a 
policy of deploring the boycott and a policy of expanding trade. The easiest 
way of expanding trade in the Middle East will often be to comply with the 
boycott. The Committee have found it hard to reconcile these objectives and 
the conclusions in paragraphs 111-112 go further than some Members would 
like and less far than others wish. Any attempt to reconcile two apparently 
incompatible objectives is bound to produce problems. The Government have 
resolved these problems by making the policy of expanding trade paramount. 
The Committee consider that companies should be made more aware of the 
political implications of the boycott. Company managements, including those 
in the public sector, should still be free to choose for themselves whether or 
not to comply with the boycott. But the Commilttee recommend that whenever 
possible they should avoid signing contracts which include conditions specifically 
discriminating against a friendly state. Her Majesty’s Government should seek 
to guide companies to this effect. If companies always decide to comply with 
the boycott for the short term purpose of winning trade, they will allow the 
boycott to grow stronger and may in the long run^produce effects contrary to 
Britain’s commercial interests. 

112. Her Majesty’s Government should also give careful consideration to the 
use of public funds in support of particular boycott-related transactions, i.e. 
those involving direct compliance with the boycott in the form of a boycott 
declaration or negative certificate of origin. The need for this will become 
more pressing if the impact of the boycott grows. The Government should 
avoid the accusation that, in spite of their statements about the boycott, they 
are actively assisting business where it is involved. This is not to say that 
public funds must never be used in boycott-related transactions; there may be 
good cases for such payment. But if companies need assistance to secure a 
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contract which includes boycott conditions, they should normally go to the open 
market not the tax payer for that money. As thc^ Norwegian example gee 
paragraph 70) shows, reluctance on the patt of the Govcrnmen P 

particular trade deals which comply with the boycott can l^d o the removtd 
of discriminatory conditions. It has been argued in the Committee that such a 
stance on the part of the Government, while consistent with thell 0 PP 0s g 
the boycott, would reduce Britain’s export potential and penalise “ n ’P^ n '“ 
which were exercising their commercial judgement legitimately. This is not t 
view of the majority, who consider that discriminatory boycott conditions shou d 
be resisted. Provided that the Government are free to adapt their policy to 
special circumstances in the national interest, it is preferable to saenhee a few 
trade deals—and this might not prove necessary in the event—rather than for 
the British Government to abet the Arab boycott. 

113 The Committee have considered whether ECGD should be required to 
cease guaranteeing boycott related transactions, but they have concluded that 
such a requirement would not be consistent with the need to promote British 
' exports They have also considered whether any attempt should be made to 
curtail advertisements in the British press containing invitations to tender which 
are subject to boycott conditions. Since such conditions may be an integral 
part of the contract and it is not proposed to make compliance with them 
illegal, the Committee believe that it is preferable for the advertisements to be 
explicit. Then only those who do not find the conditions offensive need incur 
the expense of tendering. 

114. The Committee find that the Government is vulnerable in their practice 
of authenticating negative certificates of origin (sec paragraph 20). A though t e 
authentication (“ legalisation ”) of these certificates is performed by the Foreign 
and Commonwealth Office as a routine aid for exporters and the Apostille bear¬ 
ing the seal of the FCO is expressed as authenticating the signature on the 
document, not the document itself, there is no escape from the impression which 
this creates that the FCO condones such documents. They become a party to 
the process by which the documents are issued. Assuming that the Govern¬ 
ment’s opposition to the secondary and tertiary boycott means what it says, they 
ought to dissociate themselves from this process. Otherwise they are trying to 
have it both ways. 

115. The Committee therefore recommend that Her Majesty’s Government 
change their policy of authentication and that officials of the Foreign an 
Commonwealth Office should be directed not to authenticate the signatures on 
negative certificates of origin. Such documents are among the most dis¬ 
criminatory forms of the boycott mechanism and it is undesirable that the 
Government should process a document which discriminates against a [ r ‘ c " dl y 
state. If the Government take this step. Chambers of Commerce may well follow 
suit, since they have shown their own dislike of negative certificates (QQ 708 
15) The impact of this gesture on trade levels is unlikely to be great, fo 
only a small minority of Arab states require negative certificates and the 
Committee judge that many of these states will adapt to the chal \ e ® 1 ° praCI< ^' 
either by dropping the requirement for ' legalised negative certificates or ) 
accepting alternative forms of authentication or by accepting positive cer¬ 
tificates.'” The presentational value of the gesture would be substantial sinceit 
would sever government involvement, however tenuous it is, from the bojeott 
process. 
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and particularly ways of achieving non-discrimination, which_is a n ^ da “ c |JjJ 
principle of the Community. This docs not necessarily mean a^.on on the 1 

t ^TLTcoZ^ should press tor .ho 
climinatiou of the secondary and tertiary boycotts. 


PART V 

Summary or Conclusions and Recommendations 

,20. The Foreign “a“Slo— 

boycotts which originate outside the _ , UK xiic Arab boycott 

or the agency of a foreign country and wh.ch ahec 1 h s 5-7). 

of Israel is the most important boycott in this category tpa t> v 

m The Arabs opentte .heir boycou on .tec taj*. gj 
tertiary, as an instrument of war against s ■ , n ^i v idual firm decide its 

sr,» assft 

8—1.3). 

(3) The operationi of Ac bo^ott hy^ A-bs^ between^ an * 
company which is blacklisted byo e . ^ ^ [rade in another Arab state. 

s: r.m sssrs zssfsz 

if~u. ^—- 

S stafes and by individual Arabs (paragraphs 14-33). 

(4) The boycott does not apply ecoJonTyor waTeffort^and m Jy 

finished goods unless these supp f Thc ' ru i es governing what is 

“by t CKvTa^urred andi the Report explains some of 
^difficulties of interpreting them (paragraphs 34-39). 

(5) The boycott is extended by a “ adinfw^Ismel 1 and even induce their 

Arab companies which mfram Rom goQd r ; lations with the Arabs 

S?TSJS t^skof blacklisting (paragraphs 40-42). 

(6) The effectiveness of the |»ycott vaw® them (paragraphs 

43 ^) nU Nevcrthelcss C lJK n trade is adversely affected and the free market place 
is interrupted (paragraphs 48-54). 07fi 

the^GATT.'EEt^Compe^ri^^o/ic^and^EEcVo-operatitm 0 Agreements with 
Arab states (paragraphs 55-67). 
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markets where several international boycotts apply (paragraph 97). 

it should ^oMmn {\ olicy j^ ds ,l he Arab boycott should meet four conditions: 
r - ,, . c a Middle East settlement; it should maintain the UK’s 

Z y ,'££“ W " h „"“, Arabs »”« 'a~>: il sbould promote UK e,^s: 

between dcodIp nf e ?/r VC ^ PnnC, ^ e of non ^Kcrimination within the UK 
between people of different races, religions and ethnic origins (paragraph 98). 

di£ns TI,C Mo 0reiSn B ,° yCOttS BiU Cann0t be sbown t0 meet the first three con- 
invnlwvt M e , r ,. passage would involve risks which nearly all those 
involved are unwilling to take. The risks in (he UK are higher than in the US 

AJSJSIh!^ d ' Bl f ° n „ haS bCCn paSSed ' The a PP ro P r 'ate response to the 

rather than to ‘ , d ^ ' hc °PP ortunil,es trade in spite of the boycott 
rather than to penalise British companies because of the trade conditions set bv 

'X A 5 ^ 4 “re»^ C ° m ” i "“ “” nd ““ 

antHcreiiny^biiycoiishpre’Arate’tr^ iirelhcir warafi^nst 

mde a [’ d ,e hlS sho . uld be resistcd - Accordingly, while companies should be free 

Par1ianJn h and alt th r (0 b ° yC °e in , ,he light of ,hcir commercial interests. 
Parliament and the Government should set the political context in which 
companies so decide (paragraphs 105-106). 

mvmi JH r fl ^ st . requirement is to encourage companies who wish to trade in the 

(paragraph** o£ T° ^ S'k HMG shou,d givc active ^s^tancc 
(paragraph 107) Companies should be urged voluntarily to report boycott 

requests to the Department of Trade so that other companies can benefit from 
their experience (paragraph 108). 

(5) More diplomatic opportunities should be taken, especially informally to 
reduce the incidence of the secondary and tertiary boycotts (paragraph 109). 
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(6) Although companies should be free to choose whether they comply with 
the boycott, they should whenever possible avoid signing contracts which include 
conditions specifically discriminating against a friendly state (paragraphs 110 - 
111 ). 

(7) HMG should give careful consideration to the use of public funds in 
support of particular boycott-related transactions, lest they seem to be aiding 
S toycot, and thy should also consider noi handling toyeoll-relatcd 
documents (paragraph 112). 

(8) There should be no ban on ECGD guarantees forboycoU-relatcdtrans 
actions or on advertisements which publicise boycott conditions (paragraph 113). 

(9) HMG should cease authenticating negative certificates of origin (paragraphs 
114-115). 

(10) Compliance with the boycott which involves discrimination withm the 
’ UK against Jews ought to be brought within the ambit of the Race Relations 

Act, if on a test case the Act is found not to apply (paragraph 6). 

(11) Resistance to the secondary and tertiary boycotts is more ljkclyto 
succeed if undertaken by the EEC as a whole rather than by one Member 
State. Since existing Community instruments are of limited valu^aii 

should be taken in the European Council to develop a con T° n t P : 
policy HMG should seek to put the subject on the Council agenda and to g 
effect* to the Community’s fundamental principle of non-discrimination (para¬ 
graphs 117-119). 
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APPENDICES OF EVIDENCE TAKEN BEFORE 


APPENDIX 5 

Cl *“y « **« ConuniMce Foreign 

tJaJlmm ta. t SS^JJj2M"ll33i? , eSS For 5' l, “ “T"” Bfll ° f whl ' h > 

mem. The Committee’s Report^“nno P h„ w ^r T fr ° m , 0lIicials in Depart- 
on a number of questions anil t .owever be complete without your views 

you would give 1o the quesoon se out EL™ V * r ‘ teful ‘,° ll nOW what ^swers 
agree to this request. 4 1 1 bclow - 1 vcr y much hope that you will 

Brhislfpohcy, ho’wfar’would a settfemem** 1 f demen , t , must bc a major object of 
lions for a setUemen? be helJed Kb3& a jg : y ° nr ab,1 " y ‘° Ukc part in '^otia- 

(«) legislation on the lines of the Foreign Boycotts Bill; 

and^tegative^boycott documcntatioir ba " °" " e8a,iVe ccrlifica ‘« of origin 

W Boycott* G ° V< “ to discourage com- 

Middle East trade?" 00 fr ° m d,ploma,IC P osts for British firms engaged in 

2. Do you accept the Arab argument that they are at war with Israel? 

b oycotts^com^^W ty \ l ^ 0 ^eav^ng nt Britl^h < *fi I ^ns t *to , ^ Araband ^tain other 
witnesses, rightly or wrongly as ik ne nar^ m J d ° what I s described b V some 
state? 8 y ’ s tak,ng part ,n economic warfare against a friendly 

Redcliffe-Maud 
4 July 1978 


Ecttcr from <he Foreign Secretary 

makc a i ! t k imposrible °for me' to^eitforal' cvidencTto^the SekctC ° ther com ™ tmcnts 
am glad to hear that officials 0 E f my department W been of ,hough 1 

the questions m your letter are set out below. b of help - My answers to 

Question 1 

the present situaIion^* would ^n** ffie°Govcrnmcm’s V on' Vh ' Ch h Sub ^ lantia,,y cban ged 

relations between the UK and the Anh snipe" 1 ?, 0 !, 1 S opi !’! on be bound to damage 
marking a shift in British policy iFfavour of "P* “ as a political act 

contribute effectively to neace f The Government's ability to 

The effect of such measurewouTCSSSmW,. m C ™ scqi “ cc be hampered, 
for progress towards peace between b fheArab‘states^rf 8 '? 8 3 | 3 “ me when hopes 
than for some time. Arab Governments «™irl £ mT d . Me are perhaps higher 
the Government in introducing legislative dbb i^f'^ , ,0 1 9 uesUo1 ? the motives of 
boycott at this juncture 8 8 slalIve or administrative action against the 
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The Committee knows that m.he ^world ^instru^ted in 

certain eases to intercede on bth. 1 assistance and support which our 

Boycott measures. This is in addition to l ^ a “g^“ na w ; have considered 

Embassies normally give to firms ^r.^rin n ucular whether it would be helpful 
whether further action could be taten and m partict^r wnetner ^ ^ conc i u l dcd 

ars sm 13 s.^Arai'ias 

hd «i*dM t« £« * ™»c ,b “ 

might otherwise do. 

^Formally the Arab The C^tral^oy^t 

Office^ fnumber o" Trab states frequently refer to the Boycot^as an instrument 

not"seek to prevent*foreign firms from trading with Israel in 

onmk The Committee will have noted the level of trade which the UK and Israel 
n-mfnVllv rniov Thirdly the Committee will have formed its own impression of the 
“ to which the Boycott has significantly afieeted Israel’s military capability or 
has placed f serious limitation on her economic growth These bcheve are 
important considerations which have to be taken into account in deciding the policy 
to be adopted. 

^ In the circumstances, the Government consider that it is right that firms should 
be left free to decide in the light of their own commercial ,n * e [ est ^ 
what extent they will comply with Boycott requests imposed by Aiab states \\ith 
whom they wish to do business. The alternative course of seeking to prevent firms 
from complying would, as has been staled in evidence to the Committee, place at 
risk some part of the substantial trade which we now conduct with Arab countries. 
Notwithstanding the wider political considerations referred to in ibe answer 
aucstion 1 above, the Government docs believe that it should make clear its 
opposition to the Arab Boycott and to all boycotts lacking international authority, 
and that it should, as a matter of policy and as far as is practicable, do what it ca 
to minimise their impact. 1 see no contradiction between this position of principle 
and leaving it to firms to decide their own attitudes towards Boycott requirements. 

Question 4 ...... 

I see no case at present for the United Kingdom raising the subject within the 
EEC, but should be prepared to discuss it at any time if there is a &???“ 
the Community to do so. To date there has been no such wish. All the member 
states of the EEC already pursue broadly similar policies on their own. If by a 
common European policy the Committee has in mind concerted Community 
measures similar in intention to those proposed in the Foreign Boycotts Bill, Iwoud 
consider that the objections which the Government has already stated to the Bui 
would apply, in particular those set out in the answer to question 1 above. 

1 would not object if the Committee wished to publish the questions and my 
answers. 


Davjd Owen 
20 July 1978 
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IGAB(78) 1st meeting 


DEPARTMENT OF TRADE 

INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
MEETING NOTICE 


The first meeting of this group has been arranged 
to discuss the Government’s response to the Report 
of the Lords Select Committee on the Foreign 
Boycotts Bill. Papers will be circulated later. 

The meeting will be held at 10.00am on Friday 3 
November in Room LG01, 1 Victoria Street. 


TEH WALKER 
Secretary 

Department of Trade. 
Tel 215 5497 
27 October 1978 
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IQAB(yS)8 


INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 

LORDS SELECT COMMITTEE REPORT ; RECOMMENDATIONS 1 (PART) AND 10 
NOTE BY THE HOME OFFICE 


Recommendation 1 

1. ■'British policy towards the Arab boycott should meet four conditions ..... (d) 
it should preserve the principle of non-discrimination within the UK between people 
of different races, religions and ethnic origins." 

Recommendation 10 

2. "Compliance with the boycott which involves discrimination within the UK 
against Jews ought to be brought within the ambit of the Race Relations Act, if cn 
a test case the Act is found not to apply." 

Comment 

3. As paragraphs 57-58 of the Select Committee's Report explain, the Race 
Relations Act 1976 makes both direct end indirect discrimination on racial grounds 
unlawful in a number of areas. These include employment, training and the 
provision of goods, facilities and services to the public or a section of it. 
Paragraph 58 also lists the different grounds given the meaning of "racial" for 
the purposes of the Act (by Section 3) namely, colour, race, nationality or ethnic 
or national origins. 

4. The possibility of discrimination resulting from the Arab boycott appears to 
be limited to the effects of actions resulting from compliance with one of the 
four categories of proscription listed in paragraph 35 of the Report. The CRE's, 
undoubtedly correct, view that the 1976 Act would not apply to actions resulting 
from one of the first three categories of proscription is also quoted. What is 
not clear is whether the Report takes the view that such action might result in 

discrimination within the UK "between people of different races, religions and 

ethnic origins" - recommendation 1 - or "against Jews" - recommendation 10. 

- 1 - 
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Having regard to the nature of the activities covered by those three categories it is 
■p.fficult to imagine how action to avoid them could result in discrimination of the 
kind contemplated by the two recommendations. It seems safe to assume, therefore, 
that the fact that the Act does not apply to such actions does not amount, in any way, 
to a failure on the part of British policy or law to comply with these recommendations 

5. There remains action resulting from the fourth proscription. As the Report 
makes clear, in the absence of a decided case, it is not yet possible to say, beyond 
a peradventure, that such action, if it occurred, would be caught by the Act. (The 
Report falls into the usual trap of referring to such a case as a "test" one. It is 
inconceivable that any company would deliberately sack a member of their Board to 
enable a "test" case to be mounted.) Given the meaning ascribed by the Act to 
"racial grounds" it is likely that such action would be caught. Subject to what is 
said in paragraph 8, the probability is certainly great enough to justify the 
Government in asserting that, in their view, policy and law already satisfy the 
requirements of recommendations 1 and 10 insofar as actions resulting from the Arab 
boycott are concerned. 

6. It may, however, be thought desirable to consider the specific references to 
"religion" in recommendation 1, and the contingency contemplated by recommendation 10 
that the Act might be found not to apply, for some reason the Report does not 
specify. 

7. The 1976 Act does not apply to religion. As indicated below, legislation in the 
field of religious discrimination could entail great difficulties. This does not 
alter the fact, however, that British policy - as opposed to law - has its face 
firmly set against the fcrms of religious discrimination in the UK that might result 
from the Arab boycott. In this respect, therefore, recommendation 1 does not appear* 
to give rise to difficulty. 




E.R. 


8. Recommendation 10 proposes that the Race Relations Act should be amended if it 
found that it does not make unlawful actions taken in compliance with the boycott. 
There are two reasons why a court or tribunal might hold that an alleged case of 
discrimination under the Arab boycott did not fall within the Act. First, it might 
find that, while an action was racially discriminatory, it did not come within one 
of the areas (employment, training etc) covered by the Act. If such a finding were 
made, consideration would have to be given to the desirability of amending the Act 
to extend it to such discrimination. In the absence of any indication of what form 
such discrimination might take, or of the hypothetical reasons for the court or 
tribunal's findings, it is impossible to say what the outcome of such consideration 
might be. Such amendment would involve important considerations. The present 
legislation does not apply to personal and private relationships. While it is 
unlawful to discriminate in the provisions of goods, facilities and services to the 
public or a section of it, there is no restriction on the exercise of choice by 
companies when trading with other companies or by individuals when purchasing, as 
opposed to providing, a particular commodity. Similarly, subject to a few technical 
exceptions, discriminatory actions are unlawful only if they are committed within 
Great Britain. Quite apart from the difficulties of enforcement, any amendment to 
these aspects of the legislation would raise issues of principle. 


9. The second reason for a finding that an alleged act of discrimination was not 
caught might be that the discrimination was on religious grounds only and did not 
constitute either direct or indirect racial discrimination. This raises the question 
whether discrimination against Jews is based on religious or racial grounds - in the 
broad meaning used in the Act. The Race Relations Act does not apply to 
discrimination on religious grounds as such. A discriminatory action against the 
Jews could, however, constitute direct discrimination if the person responsible 
acted in the belief that the Jews constituted a racial rather than a religious group. 
Furthermore, an act of religious discrimination could be held to constitute indirect 
racial discrimination if it were shown to have an unfavourable effect on a particular 
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racial group. It is not entirely easy to predict what view the courts would take 
^d much might depend on the circumstances of the particular case. During the 
debates on the Bill Lord Hailsham expressed the view that discrimination against 
Jews is religious, not racial. (Official Report, House of Lords, 27 September 1976, 
Cols 53-54.) In the passage in question, however, Lord Hailsham appears to have 
been speaking more as a politician than as a lawyer. The proposition that 
discrimination against Jews would be found by the courts to be based on grounds of 
race or national or ethnic origin seems more persuasive than the view expressed by 
Lord Hailsham. 


10. What is certain, however, is that any amendment to the Act to extend it to 
discrimination on the ground of religion would be far from straightforward. The 
possibility of including religious discrimination in the legislation was discussed 
in both Houses during the passage of the Bill through Parliament in 1976 but was 
resisted by the Government. As Lord Harris explained at Committee Stage in the 
House of Lords (27 September 1976 Cols 48-50) the Government's objections to such 
an extension did not stem from any point of principle; discrimination on the grounds 
of a person's religion was in no way less offensive than racial discrimination. 
However, the anti-discrimination provisions on the race relations legislation were 
directed specifically at eliminating racial discrimination and are matched by those 
parts which provide for action to promote equality of opportunity; in particular, 
the Commission for Racial Equality had a strategic role in the promotion of good 
race relations. The complexity which the addition of religious discrimination 
would bring to the legislation would be further compounded by the need to incorporate 
carefully drawn exceptions and qualifications to protect those areas where 
distinctions on religious grounds were clearly justifiable, such as the appointment 
of clergy and staff within particular religious denominations and the field of 
denominational education. !0iese factors still apply. 


- 4 - 




G overnment response 

It is suggested that the Government's reply should be on the lines that the 
Government entirely supports the basic principle that discrimination between people 
of different races, religions and ethnic origins is offensive. The Pace Relations 
Act 1976 gives statutory effect to that belief in the field of racial discrimination. 
Whilst it is not possible, in the absence of a decided case, to state categorically 
that the 1976 Act applies to discrimination within the UK against Jews resulting 
from compliance with the Arab boycott, the Government's view is that it would be 
likely to apply to any circumstances which are likely to occur. If this view proved 
to be unfounded, the Government would consider carefully any proposals for amending 
the Act put forward in the light of such developments. 


CP & EO Dept 
Home Office 


2nd November, 1978 







CONFIDENTIAL 



IGAB(78)6 


INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT : RECOMMENDATION 7 
Note by the Department of Trade 


RECOMMENDATION 7 

"HMG should give careful consideration to the use of public 
funds in support of particular Boycott-related transactions, 
lest they seem to be aiding the Boycott, and they should 
also consider not handling Boycott-related documents." 

Comment 

2 The meaning of the recommendation is obscure, even when 
read in conjunction with its related paragraph 112. Assuming 
that the general intention is to discourage compliance with 
the Boycott and to dissociate HMG from its operation, the main 
possibilities which the Committee may have had in mind would 
seem to be:- 

(a) The withdrawal of government export support and 
assistance to companies which comply with the 
Boycott requirements ie action similar to that 
taken by the Canadian government. 

(b) The refusal to provide direct financial support 
from public funds for contracts involving Boycott 
clauses. 

(c) Compliance with the Boycott by directly funded 
government bodies and agencies. 

(d) The transmission or otherwise facilitating the 
processing of Boycott—related documents. 

3 It can be taken that the recommendation does not 

apply to the nationalised industries since in paragraph 111 
they are put on an equal footing with commercial companies. 

Assessment 

4 There is no point in considering the particular problems 
associated with withdrawing promotional support from firms which 
comply with the Boycott. Such a change would be contrary to 
HMG’s general policy and indeed to the Committee*s own 
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recommendation that every effort should be made to encourage 
exporters. 

5 This does not, however, dispose of the recommendation and 
difficult problems arise under both 2(b) and (c) above. 

6 On the question of direct financial support, it is understood 
that while ODM do not accept any Boycott-related conditions in 
aid agreements, resulting contracts between an overseas client and 
a UK supplying or contracting firm may well include Boycott 
clauses. Similar circumstances could arise in relation to 
contracts involving assistance from the Shipbuilding 
Intervention Fund, the Industry Act or similar sources. No 

such cases have, however, arisen to date to our knowledge. 

7 This is clearly an area in which the government could be 
vulnerable to criticism, even apart from the Select Committee 
recommendation. Many people would feel that where the 
government had the ability to apply leverage to counter Boycott 
pressures, it should do so. However, attempting to formulate 
general rules to deal with such cases would be beset with 
difficulty. It might be possible to apply leverage in the 
case of contracts and projects wholly financed from UK aid 
although as CRE5 have discovered, to define what is and what 

is not a Boycott clause in a contract is not itself an easy 
matter. But such a policy would imply a willingness to adopt 
a position of confrontation. It is true that such cases could 
only arise on a limited scale since comparatively few of the 
Arab states qualify for aid ie the poorer countries such as 
Jordan, Syria, Egypt and the Sudan. But accepting the principle 
of challenge would give rise to further problems in the case 
of contracts which are part financed eg under the SCAT procedure 
or on a cooperative basis with other aid donors. In such cases 
a policy of resisting Boycott clauses in contracts would either 
prove impossible or contrary to our own interests since in many 
cases the object is to persuade the recipient country to award 
contracts to the UK in preference to our competitors. Similar 
considerations apply in the case of the Industry Act and similar 
funds. 

8 The Committee appear to have sensed the difficulties and the 
report does not itself propose any particular and firm line of 
policy. It is suggested therefore that the only course is to 
make no general change to present practices. However, it would be 
as well to recognise that cases involving government financial 
assistance may arise where the outside pressure may be such 

that the government may feel forced to intervene to try to secure 
the removal of Boycott clauses. The Norwegian government found 
itself in a similar position recently in relation to a shipbuilding 
contract with Egypt. 
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9 As to 2(c), the present position is that government 
departments do not give Boycott undertakings nor do such 
bodies as the White Pish Authority nor,it is understood, the 
IMS or Crown Agents, where they accept a contractual obligation 
on behalf of the government. No attempt has been made to 
formulate rules for other organisations, of which there are 

a great many and whose dependence upon and relationhip to the 
government varies considerably. 

10 To go further than the present position would give 
rise to immense administrative and policy difficulties. It 
is therefore proposed not to make any basic change or to try 
to set specific guidelines but, in the case of government 
supported organisations, to rely on the statement of policy 
set out in paragraph 6 of IGAB(78)3. The onus of 
deciding whether to accept Boycott clauses or not will therefore 
be left for the individual decision of the organisations 
concerned, weighing the government's overall policy on the Boycott 
against their ability to resist Boycott undertakings and their 
commercial interest. Here again, cases may arise which are of 
such potential embarrassment that government action may be required; 
such cases can only be dealt with as they arise. 

The Government's reponse 

11 The government will have to make it clear that it does not 
intend to deny export assistance to companies which comply v/ith 
the Boycott. As far as its own position is concerned, it will 
be able to give an assurance that government departments do not 
accept Boycott clauses in contracts to which they are direct 
signatories or which are signed in the government's name. If 
possible, it would be best not to go further into the difficult 
area of aid policy or the position of other government supported 
organisations. But if either question is raised, the position 
will have to be explained, in the case of aid financed contracts 
on the basis of the arguments outlined in paragraph 7 and in the 
case of government organisations on the basis of paragraph 10 above. 


October 1978 
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IGAB(78)7 


INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT : RECOMMENDATION 9 
Note by the Department of Trade 


RECOMMENDATION 9 

"HMG should cease authenticating negative certificates of 
origin". 

Comment 

The recommendation, while itself straightforward,overlooks 
some complex points of principle and practice. The Committee 
have, apparently, ignored the question of what is a negative 
certificate (in practice a declaration attached to a normal 
certificate of origin), how it differs from other Boycott- 
related declarations and the wider implications of their 
proposal. But this is almost certainly deliberate. The explanation 
in paragraphs 117 and 115 stresses the point that the Committee 
is concerned that the government should make a gesture for 
presentational reasons. This is also likely to be the way 
in which the issue•is viewed by many outside people, not solely 
the anti-Boycott lobby. 

Assessment 

2 The pressures to concede this change in practice have always 
been resisted for what have appeared to be very strong reasons. 

As a result of the work which has been done in connection 

with the Select Committee, the reasons have been examined anew 
and we are now in a better position to form a judgment than at 
any time previously. 

3 The main arguments against ceasing to authenticate signatures 
on negative certificates are:- 

(a) The risk to trade : 

Iraq is the only country of the five Arab states 
requiring negative certificates (the others being 
Bahrein, Libya, the PDRY and the YAR) which insists 
on the authentication of signatures by the PCO. 

In the case of the latter countries, authentication 
by the Joint Arab British Chamber of Commerce (JABCC, 
is accepted. The maximum amount of trade which would 
be placed at risk by a change would therefore be 
the £200m. worth of UK exports to Iraq. 
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(b) The risk of confrontation : 

There would be some risk of worsening even 
further our relations with Iraq. But the more 
general risk that the Arab states would regard 
action as confrontational is probably not great, 
given that the provision of negative certificates 
would not itself be prohibited. 

(c) The problem of administration : 

Nationality and Treaty Department has argued that 
separating applications relating to negative 
certificates and recording them would create a 
substantial additional administrative burden. 

(d) The question of principle : 

It has been consistently argued that the 
authaitjcation of signatures on negative certificates 
does not imply recognition or any condoning of 
the Boycott. Acceptance of the Committee's 
proposal could involve de facto an admission that 
the procedure did have a greater signficance 
and substance. Such an admission could have wider 
implications. 

(e) Consistency : 

In form, negative certificates are Boycott declarations 
and as such are not significantly different in kind 
from other forms of Boycott-related undertakings 
which are also authenticated. Ceasing to 
authenticate the former but not the latter would be 
a difficult position to defend. 

4 The last two points are obviously matters of substance. There 
can be no question of overturning the basis on which Nationality 
and Treaty Department operate in order to meet this recommendation. 
Nor would it be acceptable to cease authenticating signatures on 
all Boycott-related documents. A recent survey by Nationality and 
Treaty Department covering ten working days showed that while 

79 negative certificates were received they were also sent some 25 
other Boycott-related documents^ some of which could be replies to 
Boycott questionnaires. Assuming only one of these documents 
was a Boycott questionnaire, refusing to authenticate would still 
mean that some 26 UK firms might be added to the blacklist every 
year or be prevented from removing their names. 

5 The only way in which such problems can be overcome is for 
the government to acknowledge that a gesture is needed and that 
this should take precedence over such considerations as consistency. 


*out of a 50<^ sample. 
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It would be unusual for the government to put itself into 
an illogical position and there is some danger that over time 
it may not be found to be a tenable one. However, it could 
also be made clear that if pressure was applied to the 
government to adopt a consistent approach, its only course 
could be to continue to authenticate signatures on negative 
certificates. 

6 Following this route would mean that the main arguments 
against change, assuming that the administrative objection is 
not a final one, would be those relating to the risks to our 
trade and general relations with Iraq. These risks are 
difficult to assess. It is unlikely that UK/lraq trade would 
cease entirely. Despite the fact that US exporters are no 
longer permitted to give negative certificates, US exports to 
Iraq have not apparently been affected substantially. 
Furthermore, a recent report indicated that Iraq no longer 
required negative certificates. Efforts are being made to 
establish the true position. 


7 The second risk, that to our present relations with Iraq, is 
equals uncertain. UK/lraqi relations are at present bad. 

A change in the practice of authentication could make a bad 
situation worse or possibly it might simply be ignored. 

8 There is, however, a further aspect namely that before 
making any change, the government would be bound to consult 

at least the ABCC, the CBI and COMET, all of whom said or implied 
in their evidence that the present practice of authentication 
should continue. In the process of consultation, we should 
wish to establish how the organisations viewed the actual risks 
of change. A further advantage of consulting would be that 
it would also give time for the position in relation to Iraq 
to change. 

The Government’s response 

9 If it is felt that the recommendation should not be ruled 
out on the grounds of principle or consistency, the right 
approach could be to indicate that the government is willing to 
consider the possibility of ceasing to authenticate but explain 
that, in view of the risks to British interests, it will be 
necessary to consult the main commercial organisations before 

a final decision is taken. 


October 1978 
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IGAB(78)9 

INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT : RECOMMEND AT I ON 11 
Note by the Department of Trade 


RECOMMENDATION 11 

"Resistance to the secondary and tertiary boycotts is more 
likely to succeed if undertaken by the EEC as a whole rather than 
by one Member State. Since existing Community instruments are 
of limited value, an initiative should be taken in the 
European Council to develop a common European policy. HMG 
should seek to put the subject on the Council agenda and to give 
effect to the Community*s fundamental principle of non¬ 
discrimination." 

Comment 

The recommendation needs to be read in conjunction with paragraphs 
117 - 119. It is a recommendation to which the Committee 
attached considerable importance and one that will attract 
close attention. It places a direct responsibility on HMG 
to initiate a discussion in the Community with the object of 
agreeing concerted action. It is also suggested that the 
matter should be raised initially at the level of Heads of 
Government. The nature of any concerted action is left open. 

It does not appear that the Committee expect Community legislation 
to result although that possibility is not ruled out. They 
place some emphasis on diplomatic action - using the 
Community*s strength to persuade the Arab states to mitigate 
or abandon the secondary and tertiary boycott. It is helpful 
that the report disposes of the idea that useful action might 
be taken under Articles 85 and 86. 

Assessment 

2 The Committee is undoubtedly right that if any serious and 
sustained challenge is to be mounted against the Boycott, 

Community action represents the only practical course. There 
are, however, two obstacles to this being achieved. First, 
there is the point made by the Secretary of State for Foreign 
and Commonwealth Affairs in his letter of 20 July to the 
Committee about the risk to Arab/Community relations. That 
must apply to diplomatic pressure as well as any attempt to concert 
Community legislation. Secondly, there is no evidence that there 
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is a consensus within the Community to tackle the problem. Many 
Member States are too anxious about their relations with the 
Arabs and conscious of the economic power of the oil producing 
states to associate themselves with a direct challenge. 

3 A UK initiative of the kind suggested by the Committee 
would therefore be bound to fail. Moreover, if pressed 
hard, an attempt to encourage a concerted Community policy 
of resisting and combatting the Boycott could itself be 
damaging to the UK’s relations with some of the Arab states. 

4 On the other hand it would be difficult for the Government 

to defend the position that any discussion of the Boycott within 
the Community, whatever its character, should be avoided. Nor 
is it easy to rest on the view expressed by the Foreign and 
Commonwealth Secretary in his letter that the United Kingdom 
would not itself wish to raise the subject but would be prepared 
to discuss it at any time if there was a general wish in the 
Community to do so. 

5 We need therefore to find a way of taking some positive 

step which might result in a discussion in the Community without 
appearing to be a ringleader in action against the Boycott or 
setting in train developments in the Community which would prevent 
us from maintaining our own present policy on this matter. 

6 The main possibilities would seem to be proposing a discussion 
of Member States* attitudes and policies on the Boycott in an 
appropriate forum or perhaps inviting the Commission to clarify 
their position on the application of the non-discrimination clause 
in the Mediterranean Agreements. The latter idea has some 
attractions. The subject falls within Community competence; the 
onus would be placed on the Commission since it is they who have 
said that the non-discrimination clauses are relevant. One 
disadvantage of such an approach is that the Mediterranean Agreements 
apply only to a limited number of Arab states; it would be 
difficult to present such action as a sufficient response to the 
Committee’s proposal. Another disadvantage is that the UK might 
appear to be instigating action against the Arab States concerned, 
and against the Boycott in general. 

7 On balance therefore it would seem preferable simply to have 

a general exchange of views with Member States about their policies 
towards the Boycott. We would make it clear that we were not seeking 
to persuade Member States to adopt any particular course of action. 

We would simply explain our own policy and hear what other Member 
States had to say about theirs. 

8 The main courses open if HMG decide to propose a general 
discussion in the Community are:- 

(a) Raising the issue of the Boycott in the course 
of a discussion of the Middle East situation 
within the political cooperation framework 
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(b) Drawing the Presidency’s attention to the 
Committee’s report and indicating our willingness 
to discuss and exchange information about 
Member States* experiences within political 
cooperation 

(c) Drawing the attention of the Commission to the 
proposals and leaving the initiative in their hands. 

9 The advantage of approaching the Commission would be that 
it would minimise the involvement of the UK. The Commission 
alone is entitled to make proposals for Community action. The 
disadvantage is that it would not be possible entirely to 
predict what the outcome might be and it would be inadvisable to 
raise matters which do not necessarily fall wholly within the area 
of Community competence. Therefore political cooperation is 
probably the better framework. It is less formal and there is no 
requirement that any discussion should have a particular outcome. 
One disadvantage might be that a discussion within political 
cooperation might carry the implication that a political 
initiative was in prospect. However, even if other Member States 
agreed to participate in such a discussion, they as much as 
the UK would be anxious to reassure the Arabs. 

10 If it is agreed that political cooperation provides the 
correct framework, further consideration needs to be given 
on the question of how the issue might best be raised. It 
would seem preferable to raise the matter with the Presidency 
but that in turn raises the question of which Presidency 
and when an approach should be made. It is assumed that there 
will be general agreement that the subject should not be raised 
at the level of Heads of Government. 

The Government’s response 

11 The Government's response would be that it does not at this 
time consider that it would be desirable to propose any specific 
Community action about the Boycott but that it agrees with the 
Select Committee that there might be some merit in having a general 
exchange of views with other Member States about policies on the 
Boycott and that certain action was therefore being taken, (ie 

one of the alternatives at paragraph 8 (a) to (c) above). 

12 There might be advantage in taking the action in advance 

of the debate so as to forestall pressure for pursuing the matter 
in some other way and to show that the Government was in earnest 
in seeking a discussion. 
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Fir Tomkys 1 

NENAD • 

INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 

j. In your minute of 3i October to Mr Smedley you asked for 
comments on the DOT'S draft papers IGAB(78). Only the paper 
on recommendation ii is of direct concern to EID(E). 

2. The nub of recommendation 'll is whether the United 
Kingdom should take the initiative inside the European 
Community to raise the question of a common European policy 

on the boycott. TO do so could have serious effects on Anglo- 
Arab relations on which NENAD are best placed to advise Ministers. 
The arguments against raising the question are obvious,including 
the likely lack of enthusiasm from our Community partners for 
tackling such a sensitive issue, and the timing of any action would 
also require careful thought. 

3. If, nevertheless, the UK should decide to raise the matter 
within the Community, there are a number of choices. Three of 
these are listed in the DOT'S paper:- 

(a) raising the issue of the boycott in the course 

of a discussion of the Middle East situation 

within the political cooperation framework. 

It would be feasible to do so at e.g. a meeting 
of the Middle East Working Group. Our doing so 
would almost certainly come to the notice of the 
Arabs. The subject has been raised in the 
Political Committee in the past; the committee 
judged it a matter for the Community institutions. 

But, if Ministers so decided, we could always try 
arguing that we simply sought an informal exchange 
of views on an issue which has major political 
aspects. 

(b) drawing the Presidency's attention to the House 
of Lords Select Committee report, and indicating 

our willingness to discuss and exchange information 

about Member•States' experiences within political 

cooperation . 

By the time we might wish to raise the question 
(ie. presumably after the Egypt/Israel peace 
agreement negotiations are concluded) the Germans 
will have handed on the Presidency of the Community 
to the French. Given their position on Arab 
affairs, the French are likely to resent our 
attempt to push the responsibility for raising 
the question on to them and to reject the poisoned 
chalice (and who could blame them). 
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(c) drawing; the attention of the Commission to the 

• proposals and leaving; the initiative in their 

hands. 

The boycott is a political hot potato. We 
judge that the Commission are most unlikely 
to take it on unless it can he shown that the 
boycott has contravened Community law. The 
Legal Advisers have confirmed the Select 
Committee's view (paragraphs 62-64, and 118 
of their report) that Articles 85 and 86 of 
the Treaty of Rome are not designed to deal 
with foreign boycotts and that the conditions 
which have to be met before the Commission 
may take action exclude nearly all relevant 
cases. Without proof of a contravention the 
Commission are unlikely to wish to become 
involved. 

But while in our judgement the Commission 
are unlikely to wish to become involved, they 
would be quite entitled to do so if they felt 
so inclined, since it is probably sufficient 
reason for their involvement that the boycott 
should impinge upon, or affect, the operation 
of Community rules; and they would have little 
difficulty in saying that the boycott did 
impinge upon the operation of Community rules, 
both in matters of trade between Member States 
and in external trade matters between the 
Community states and other states. 

Another possibility for action by the 
Commission lies in the non-discrimhation 
clauses (for trade) in the Cooperation Agreements 
between the EEC and the Mashraq and Maghreb 
countries. The Select Committee adduce a 
number of arguments in paragraph 67 of their 
report which suggest that this path may be 
difficult to follow. We would add to their 
arguments the thought that the Cooperation 
Agreements do not cover all Arab League states; 
they exclude enthusiastic boycotteers such as 
Iraq, Libya and Southern Yemen, and they include 
some states which are less meticulous in their 
application of the boycott. Egypt, which may 
soon cease to operate the boycott and should 
be encouraged to do so, does have a Cooperation 
Agreement with the EEC. We think it most 
unlikely that the Commission would be prepared 
to consider action within the context of the 
Cooperation Agreements. At very least it 
would first seek the advice of Member States 
before acting and on past form would receive 
a pretty dusty answer. 


/4. 


confidential 










CONFIDENTIAL 


4. There are in theory two other ways of having the 
question discussed. One would he to raise it at a meeting 
of the Council of Ministers. The other would (as the Select 
Committee appear to suggest) be to have it discussed at a 
meeting of the European Council (the summit meeting of 
European Heads of State/Government). We think it improbable 
that other Member States would agree to a discussion of 
such a tricky topic at this high level without it having 
first been chewed over at working level. This essentially 
brings us back to 3(a) above. 

5. If you have no objection I should like, if I can get 

away, to attend the DOT'S meeting on Friday, bringing 
Ian with me. 




2 November 1978 


D J Moss 

European Integration 
Department (External) 


cc: 

Mr FitzHerbert 
Mr Watts 
Legal Advisers 
Mr Smedley 
NTD 

Hon I T M Lucas 
MED 

Mr Hyde 
TRED 
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IGAB(78) 1st meeting 


DEPARTMENT OF TRADE 

INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
MEETING NOTICE 


The first meeting of this group has been arranged 
to discuss the Government’s response to the Report 
of the Lords Select Committee on the Foreign 
Boycotts Bill. Papers will be circulated later. 

The meeting will be held at 10.00am on Friday 3 
November in Room LG01, 1 Victoria Street. 


Qfi/Ufe 



TEH WALKER 
Secretary 

Department of Trade. 
Tel 215 5A97 
27 October 1978 
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IGAB(78)First Meeting 


INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 



Agenda for meeting at 10 am, Friday 3 November 


1. Introduction by the Chairman 

2. Government's response to the Lords Select 
Committee IGAB(78)1 

3. Response to detailed recommendations 
IGAB(78)2-9 

4. Any other business 


Papers IGAB(78)l-5 are attached together with a copy 
of the current version of the Department of Trade's 
note for firms on the Arab Boycott. Since some 
recipients of these papers may have had difficulty 
in obtaining copies of the Select Committee's report 
copies of the conclusions and recommendations are 
also attached. The remaining papers will follow 
shortly. 


TEH WALKER 
Secretary 

Department of Trade 
Tel: 215 5497 

30 October 1978 
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INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 

GOVERNMENT’S RESPONSE TO THE LORDS SELECT COMMITTEE ON THE FOREIGN 

BOYCOTTS BILL 

Note by the Department of Trade 

The purpose of this note is to consider the main issues raised 
by the report of the Lords Select Committee on the Foreign 
Boycotts Bill, examine the recommendations and made preliminary 
suggestions about the line of the government’s response as 
-preparation for a submission to the Ministers principally concerned. 

General 

• 2 Although the Select Committee rejected two of the most 
extreme proposals for anti-Boycott action, legislation and 
the withdrawal of ECGD facilities for boycott-related 
transactions, they proposed a number of changes to existing 
government policies. Some of their proposals represent little 
more than an extension or minor adaptation of existing policies; 
others represent a more serious change and, if implemented, 
would mark a significant departure. The recommendations have, 
of course, to be considered individually but it is important, 
in this sensitive area, not only to consider the acceptability 
of specific proposals in isolation but also to take into account 
their cumulative effect. 

3 There is, however, a prior question to any consideration of the 
recommendations, either individually or collectively, namely 

what should the government’s policy be in the light of the Select 
Committee’s conclusions. 

The Government’s policy 

4 The Select Committee’s report will obviously generate a 
pressure for an an expectation of change. But it is as well to 
recognise that, despite its critics, the government’s present 
policy has served its purpose well for a considerable time. Indeed, 
it could be argued that it meets adequately the four criteria 
suggested by the Committee as it stands. It has not prevented the 
UK from playing a constructive role in search of a Middle East 
settlement; it has not been a serious obstacle to the development 

of friendly relations with Israel or the Arab States; it has not 
been an impediment to the promotion of UK exports; and it has 
certainly not stood in the way of the development of a positive 
policy against racial discrimination. 

5 Moreover, although the Committee criticised the government 
on certain aspects, their report is not a condemnation of the 
government's position. Indeed, in their analysis, the Committee 





CONFIDENTIAL 


points which underlie 
ones are:- 

(a) The importance of maintaining and increasing the 
UK's exports to the Middle East 

(b) The Boycott is a fact of life; it can be operated 
in a way that can have a serious impact on 
individual companies and on the flow of trade 
between the UK and the Arab State’s. 

(c) It is proper to leave the final decision whether 
or not to comply with the Boycott to individual 
companies 

(d) A direct challenge to the Boycott either by the 
government or companies would represent a risk 
to the UK's economic interest 

(e) The existence and maintenance of the Boycott is a 
matter of political importance to a number of 
influential Arab States. 

Nevertheless, there are differences between the views of the 
Committee and the government and these should not be minimised. 

In general terms, they fall into two categories - differences in 
the concept of "neutrality" and in the estimation of risk attached 
to the adoption of a clear anti-Boycott policy. 

6 Could the government be more "neutral"? This question is not 
raised directly in the report's conclusions. It is however, 
implied in paragraph 110 in relation to the government's 
announced attitude and in paragraph 114 in relation to the 
authentication of negative certificates. It is true that in 
both cases the Committee do not say that the government is 

not neutral but rather that it appears not to be so. IkTI; the 
general implication in the conclusion is that neutrality and 
the maintenance of friendly relations with Israel involves a 
more, active policy of resisting the Boycott. 

7 There are obvious pitfalls in adopting such approach without 
qualification. There is and can be no objectively neutral 
position when two opposing sides interpret every statement 

and action by a third party as an indication of its attitude 
towards their particular political objectives. To suggest 
to the Arab States that to date HI.TG's policy has appeared to” 
favour them rather than Israel would immediately expose the basic 
nature of the problem. Nevertheless, there is a serious point. 
Although the government's present policy has not prevented the 
establishment and maintenance of friendly relations with Israel, 
there is no reason to tolerate the Boycott more than is needed. 

It is inconvenient and objectionable that UK firms should be 
subject to external pressures and the more its impact can be 
lessened the better. Moreover we would wish to minimise, where we 



accepts broadly a number of important 
the government's attitude. The major 
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# can, the scope for misrepresenting HMG’s policy on the boycott 

as less neutral than it really is. 

8 Are the risks of being seen to oppose the Boycott less than 
have been supposed? The government has, of course, clearly 
stated its opposition to the Boycott but the Select Committee 
is right in seeing that declaration as largely offset by the 
decision to leave the question of compliance to companies. It 
is also true that the government have been very conscious of 
the risks of appearing to challenge in other ways the operation 
of the Boycott. Nevertheless, in evidence to the Committee ' 
these risks were not exaggerated and although it is hard to give 
actual examples, there would saem to have been some re—assessment 
in recent years, leading to a greater willingness to consider 
more overt and practical steps to help and guide firms. However, 

( there is still reason to suppose that a policy of directly 
challenging the Boycott would carry with it some risk to UK 
economic interests. The US and Canadian experience is not 
adequate proof to the contrary. Canada’s interests in the 
Middle Easo are relatively small and the present policy of the 
Canadian government represents more an impediment to their firms 
• than an attempt oo confront the Arabs; the US, as has been argued 
before, is in a special category of influence and economic power. 

9 T]? e conclusion is that the government’s assessment 

® .“he risks does not need substantial modification. In essence 
this is that there is no need to be over anxious about offering 
guidance or taking practical steps that are intended to help firms 
cope with the Boycott or resist unreasonable demands on the part 
of the Boycott authorities. Because, however, of the vital 
importance of the Arab markets, it is necessary to be wary of 

( talcing any action which could be represented as a direct challenge 
to the right of the Arab states to maintain and operate the 
Boycott and in particular any challenge which could be regarded 
as politically directed.~ t 

10 In summary, it is suggested 

. (i) No fundamental change is required in the government’s 

present policy 

(ii) The aim should, however, be wherever possible to 
reduce the impact of the Boycott on firms and in 
individual cases to try to persuade Arab states to 
relax their requirements 

(iii) There is no call for action which would not 

secure any relief from the Boycott and in particular 
action which would simply impede firms’ export efforts. 

(iv) tie should however do what we can, both generally and 

in our response to the Select Committee’s recommendations, 
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to correct any impression that HUG is not 
complete^ neutral in this matter; in many 
instances this may be a matter of tone and 
presentation rather than of substance. 

The recommendations 

11 The recommendations are considered individually in the 
subsequent papers IGAB(78)2 - 9. V/here appropriate, related 
recommendations have been grouped together. It has been assumed 
that the two recommendations concerning legislation and the 
withdrawal of ECGD facilities need no further examination. 

12 It is perhaps also worth making the general point that 
many of the conclusions and recommendations are more loosely 
drafted and ambiguous than might be expected of a Committee 
of this calibre. Some of the imprecision no doubt reflects 
the difficulty which the Committee had in reaching a compromise 
between opposing views; in other instances the ambiguities 

and contradictions could well have been inserted deliberately. 
The lack of precision and the balancing of opposite 
considerations has some advantage in that it allows a degree 
of flexibility in interpretation. It also has the disadvantage 
that the report can be read by the anti-Boycott lobby as taking 
a stronger and firmer line than some of the members of the 
Committee intended. 


The Government's response 

13 It is understood that the Chairman of the Select Committee 
has already suggested that time should be set aside for a debate 
in the first week in December. There is no reason for the 
government to resist this proposal. A debate will enable the 
Committee's conclusions to be aired thoroughly. And there will 
be no need for a further substantive response, for example a 

White Paper. The timescale nay create some problems. In particular 
the government may not be in a position to give a complete 
response on all points. It should, however, be possible to 
give an indication in each case of the broad approach and to 
undertake to inform the House of particular conclusions at a 
later date. 

14 Once conclusions have been agreed inter-Departmentally 
about the line of the government's response, it is proposed 
to put a submission to the Secretary of State for Trade 
inviting his agreement. The submission can cover all aspects 
of the Committee's report but it is likely that the Foreign 

& Commonwealth Office and the Home Office will wish to submit 
advice separately to their Ministers on those aspects of concern 
to their Departments. In order to provide a focus for such 
advice and to inform Ministerial colleagues of what is intended, 
it may be helpful for the Secretary of State for Trade to write 
to the Foreign & Commonwealth Secretary setting out his 
preliminary conclusions and inviting agreement. 
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IGAB(78)2 

INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT : RECOMMENDATIONS 2 AND 4 
Note by the Department.of Trade 


RECOMMENDATIONS 2 (PART) and 4 (PART) 

"The appropriate response to the Arabs* action is to develop 
the opportunities for trade in spite of the Boycott rather than 
to penalise British companies because of the trade conditions 
set by the Arabs. Accordingly the Committee recommend that the 
Bill should not proceed". 

"The first requirement is to encourage companies who wish to 
trade in the Middle East in spite of the Boycott. HMG should 
give active assistance." 

Comment 


The Committee's recommendation that the government should increase 
their export promotion effort in the Middle East markets is 
the corollary to their conclusion that legislation is not 
a practicable or desirable course. To some extent, the 
recommendation was no doubt formulated for presentational 
reasons - to avoid criticism that the report itself is too 
negative. The Committee did not review in any detail the range 
or depth of present export promotional effort in relation to 
either the Arab states or Israel and the recommendations and 
the explanatory paragraph (107) do not make specific proposals for 
change. Nevertheless, the recommendations should not be over¬ 
looked or dismissed on grounds that the government is doing as 
much as it can already. To do so would represent an unnecessary 
rebuff to the Committee but it night also be taken to imply 
disagreement with their conclusion that promoting trade is a 
better alternative than preventing compliance with the Boycott. 

Assessment 

2 It is not easy to produce new ideas for intensifying our 
trace promotional effort in the Middle East particularly as, 
in general, activities are geared to the demands of industry. 

Also CRE5, the Posts and the Area Advisory Groups have been 
studying the ground intensively for some considerable time. 

However, it is never possible to be sure that no improvement 
can be made and in the case of Israel there could well be scope 
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for increased for increased promotional activity. BOTGI is 
indeed considering ideas such as regional seminars, further 
high level visits and increased contact with trade associations 
5o™+ eanS T? f v St i? Ulatlns missions - The Select Committee 

ffirS ld J? h fv, righ J occasion 2 nd a useful opportunity 
to look afresh at the subject. It is not suggested, however, 

^ a hp^ t ?S t i 0n v ?h ° Uld f ° CUS exclusivel y on Israel; there would be 
no harm in looking again at the range of methods and activities 
employed m the Middle East markets? •' Ues 

I 6 " re a i^ eady co ™ li ‘t'ted to giving the BOTB the opportunity 

it would^P^ 6 /? 13 ?^ a ? d conclusi °as. If time permitted, 
h P C ^?? + P Ul to discuss promotional activities with them 
^ o r V he + deb ^ te on , t] ? e report. However, that is unlikely 
to be practicable and it may be necessary to present the report 

• the Boar<i for discussion with P 

the suggestion that at a later date they should consider further 
separately promotional policy. That would also give 
j• r eternal consideration in the Department and a preliminary 
discussion with the two AAG chairmen, to ensure that any prellminary 

possible? 11 ^ ^ B ° TB WaS aS P ractical ^ well directed as 

4 The suggested action is as follows 

(a) In their internal export review, CRE5 should 
consider in general terms the adequacy of the 
promotional effort in the Arab states and Israel, 

a ??esJ y apfroIch S weakness “ a *e any proposals for 

l ' b ' 1 findings should be discussed with the AAG chairmen 

separately, who would be invited to consult their 
groups. 

% ■■ 

^ qhnni? m Jo ned ^ V ^JI /S ^ 0f the department and the AAGs 
should be submitted to BOTB for discussion 

result? date 11 be appropriate to announce the 

results of the examination by written question and answer. 

The Government’s response 

to TOlcone^he^nnroSb 1 be P °? S i b i U for the government spokesman 
action is in b,nd P r h s “ G S e f ted the Committee and to say that 

the oSestiS trwhetw Slierat ^ 0n Can be eiven nearer the tile to 
xne question of whether any undertaking is given to make a fn-r+hpr* 
announcement about the results. g xo rnaxe a lurther 
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IGAB(78)3 

INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT : RECOMMENDATIONS 3 AND 6 
Note by the Department of Trade 


RECOMMENDATIONS 3 and 6 

»*■ 

(3) "Nevertheless the present situation is not satisfactory. 

By their secondary and tertiary boycotts the Arabs try to 
involve third parties in their war against Israel and this 
should be resisted. Accordingly, while companies should be free 
to decide their attitude to the boycott in the light of their 
commercial interests, Parliament and the government should set 
the political context in which companies so decide." 

(6) "Although companies should be free to choose whether 
they comply with the boycott, they should whenever possible 
avoid signing contracts which include conditions specifically 
discriminating against a friendly state." 

Comment 

A welcome aspect of this recommendation is that the Committee 
explicitly recognises that compliance with the Boycott is 
properly a matter for firms* own decision in the light of their 
commercial interests. However, beyond that, it is not entirely 
clear what the Committee intend. The position is made no 
easier by the apparent contradiction in paragraph 110 where 
it is suggested that, .while companies cannot be expected to take 
account of political issues in deciding their attitude to the 
Boycott, Parliament and the government should nevertheless give 
them guidance on this aspect. The interpretation of the 
Committee's intentions is made more difficult by the introduction 
in the latter part of the same paragraph of a reference to the 
Canadian government's policy of withdrawing support for companies 
complying with Boycott requirements. Despite these ambiguities, 
it would seem reasonable to suppose thatvhat the Committee is 
principally concerned about is the extent to which the government 
is prepared to give firms a firmer lead than at present in 
deciding how to react to Boycott requests. The use of public 
funds or the withdrawal of support can more easily be dealt with 
as a separate issue in relation to Recommendation 7. 

Assessment 

2 Two questions need to be considered, first, whether the 
government can and should make a more explicit statement of policy, 
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with the specific intention of influencing firms' decisions and 
secondly, whether and by what means any new statement should be 
given practical effect. 

3 Although one can sense what the Committee means by setting 
the political context, it is not easy to suggest how this might 
be done in practice. The present statement of government policy 
is forthright in its opposition to Boycotts-which lack 
international authority. Setting that statement against the 
general political background would not add to. its strength and 
would be difficult to achieve without giving offence to one side 
or the other. For this reason it is preferable, in any case, 
to stick to a concemnation of boycotts in general than the Arab 
Boycott in particular. Furthermore, it is questionable how far 
it is reasonable to expect firms to take into account the 
complexities of the Middle East situation in deciding whether 
or not to comply with Boycott requirements. 

4 It is somewhat easier to deal with the proposal that 
companies should avoid signing contracts which include Boycott- 
related requirements and that the government should offer 
guidance on that point. If they wished, firms could now take 
account of the government's view of the Boycott in deciding whether 
to comply or not. It is certainly not true, as the anti-Boycott 
lobby has on occasion attempted to maintain, that the government 
expects its view to be disregarded. It would not be a great step 

firms should take into account the government's 
attitude. To go further, however, and to advise them not to 
comply must be ruled out. It would imply a responsibility for 
greater assistance and support than is possible and 
would conflict with the principle that firms should be free to 
make their own choice. 

5 Any change, even if cosmetic, may carry some element of risk. 

The more that any change could be represented as an attempt by 
government to concert resistance to the Boycott, the greater the risk 
of reaction by the Arab states would be. Merely pointing out the 
government's position more explicitly should not present°a 
particular problem. A further danger is that any implication that 
firms might taxe account of political factors will be used by the 
anti-Boycott lobby to put pressure on individual firms and in 
particular the nationalised industries. The result may be greater 
rather than lesser confusion. 

6 On balance, it is worth going some way to meet the Committee's 
wishes._ This might be done by extending the present statement of 
government policy as follows: 

'KM Government are opposed to and deplore all trade 

boycotts that lack international support and authority. 

They do not recognise the boycott administration and 

have no formal communication with the boycott offices. 
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The government’s policy is to maintain friendly 
, relations with the Arab states and Israel and it is 
therefore against the introduction into commercial 
documents and transactions, of clauses and undertakings 
which are intended to restrict the commercial freedom 
of British firms to trade with all countries in the 
Middle East. Although the government has no wish 
and does not intend to interfere with the ability of 
individual firms to decide in the light of their own 
commercial interests what their attitude should be 
towards the Boycott and whether or not or how far they 
will complete and return questionnaires from Boycott 
offices, it believes that companies will wish to bear 
in mind this statement of general policy and to avoid, 
as far as possible, giving undertakings which 
limit unnecessarily their commercial freedom. The 
Department of Trade is ready to discuss with firms any 
problems which they may encounter with the Boycott." 

7 A statement on the above lines could replace the similar 
passage in the Department's present Note for Firms. Further steps 
might be:- 

(a) Hints to Businessmen - the addition of a note on the 
Boycott to the copies covering the relevant Arab 
states. 

(b) Advice by CRE5 and the Posts - advising companies 
how to avoid or resist Boycott declarations. 

(c) Further publicity - ensuring that the government’s 
policy received a wider circulation. 

8 It could be argued that the Hints to Businessmen for Arab 
countries should in any event refer to the Boycott. However, 
there are difficulties. It would not be helpful simply to 
include a statement of government policy without giving more 
information in a publication which is intended to inform 
businessmen and not simply be a vehicle for government policy 
statements. References would need to be tailored to individual 
countries and kept up to date. On the whole therefore since no 
one has pressed for the inclusion of a Boycott entry, it would 
be better to make no change. 

9 CRE5 already advise firms, as far as they can, on the handling 
of Boycott clauses. Frequently firms themselves wish to know 
v/hether a clause represents a normal requirement and some 
seek to persuade their clients to replace, for example, specific 
undertakings with a general assurance. It would help 
presentationally to let it be known that CRE5 and the Posts accept, 
as a normal part of their advisory function, guiding firms on 
dealing with Boycott undertakings. 





10 If'the government’s statement of policy is included in the 
government spokesman’s speech during the debate on the Select 
Committee Report and it is incorporated in the note for firms, 
there should be no need for further and wider publicity. 

The Government’s response 

11 The government should make the limited change to its 
statement of policy oulined in paragraph 6 above. CRE5 and. 
Posts should continue to accept the responsibility of advising 
firms on handling Boycott clauses. 
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LORDS SELECT COMMITTEE REPORT : RECOMMENDATION 4 
Note by the Department of Trade 

I 


* 


RECOMMENDATION 4 (PART) ' * 

j-- 

"Companies should be urged voluntarily to report boycott requests 
to the Department of Trade so that other companies can benefit 
from their experience." 

Comment 

The Committee appear to have accepted the arguments against 
mandatory reporting of requests to comply with the boycott but 
have suggested what amounts to a voluntary register. They appear 
to have two aims; the first is to maintain some kind of 
statistics on the number of requests to comply with the boycott 
and the second is to provide for an exchange of information and 
experience. 

Assessment 

2 Given the voluntary nature of the reporting end the undoubted 
desire of most UK businessmen not to become involved in such 
reporting, such statistics would not allow any meaningful 
information to be drawn from them. Certainly they should not 

be published since they would only serve to mislead. 

3 On the other hand there is no doubt that it is useful to be 
able to exchange experience. Indeed the Department of Trade has 
been providing this service for a long time. Many firms have 
discussed with officials their problems with the boycott and 
officials have drawn on this to advise other companies 
experiencing similar problems. In some cases, with the agreement 
of all concerned, firms have been put in touch with each other. 
Generally these are not the most routine cases but ones that 
involve complex problems of procedure or of boycott theology. 

This service is fairly widely known and the note for firms issued 
by the Department invites companies experiencing problems with the 
boycott to get in touch with the Department of Trade. It would 

be a positive and helpful step to make the service more widely 
known and to encourage firms to report their exoeriences. The 
note for firms could be amended accordingly. 


The Government’s response 

t 


4 It will be possible to welcome the Committee’s proposal in 
principle, while explaining why no purpose would be served by 
trying to encourage the reporting of every boycott request. 
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INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT: .RECOMMENDATION 5 
Note by the Department of Trade- 


RECOMMENDATION 5 

"More diplomatic opportunities should be taken, especially 
informally, to reduce the incidence of the secondary and 
tertiary boycotts." 

Comment 

In his letter to the Select Committee, the Foreign and Commonwealth 
Secretary pointed out that our Ambassadors were from time to time 
instructed to intervene on behalf of UK firms experiencing 
difficulties with the Boycott. The Committee acknowledge this and 
also accept that informal approaches are more likely to be effective 
than formal protests. The Committee apparently felt, however, that 
it would be possible to do more and in paragraph 109 urge that 
diplomatic resources should be more fully exploited, without 
explaining what they have in mind. 

Assessment 

2 The most frequent cases of intervention by Posts in the past 
have involved the clarification of misunderstandings or elements 
of ambiguity in the Boycott rules, the extension of the Boycott 
beyond the known principles or attempts to persuade particular 
Arab states to argue on behalf of British firms in Boycott 
Conferences. Very seldom, if ever, have Posts raised the cases of 
firms which were clearly in breach of the Boycott; nor have they 
frequently raised general points. It has normally been left to 
the Posts to decide how representations should be made and to whom. 
We have not however publicised the fact that, as part of our help 
to companies, we are prepared to make approaches through 
diplomatic channels and, when diplomatic representations have been 
made in specific cases, we have preferred to make no public 
reference to them. 
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3 There is probably little more in substance that could be 
achieved through diplomatic channels. No useful purpose would be 
served by delivering regular protests on behalf of blacklisted firms 
or about the Boycott generally. Posts would lose creditbility if 
they pursued every case, no matter how hopeless. Nor would it be 
desirable to make all representations public. Often the companies 
concerned will wish these matters to remain confidential and, as 
the Committee has recognised, public protests may be counter¬ 
productive. 

4 However, now that the report has drawn attention to the 
possibility of approaches through diplomatic channels and the 
Foreign and Commonwealth Secretary and officials in evidence have 
outlined ways in which Posts do intervene, no useful purpose would 
be served by undue reticence; It is therefore suggested that a 
passage should be included in the revised note to firms explaining 
that the Government is prepared, in appropriate cases, to take up 
problems affecting individual companies through diplomatic channels. 
Moreover if, in a particular case the company concerned were to 

see no objection and the balance of advantage from the Government’s 
point of view appeared favourable, we ought to be prepared to 
disclose publicly that representations had been made. 

5 Although no substantial change in practice is proposed this may 
be the occasion to offer Posts fresh guidance on diplomatic 
approaches about the Boycott and to clarify with them what lines of 
action are likely to prove most practicable. The new guidance would 
need to cover action under the following headings: 

(a) To raise individual cases with the appropriate authorities 
privately and, on occasion publicly, (where it would be 
helpful, for example, to register HMG's concern about the 
treatment of an important UK interest). 

(b) To clarify Boycott procedures and points of principle and 
to rectify misunderstandings and mistakes. 

(c) To keep Departments informed about changes in the Boycott 
and its operation. 


Such guidance would need to be drafted by NENAD, MED, TRED and CR±-5 
in consultation with the Posts. 

The Government's response 


6 The Government's response might be that it iswilling to continue 
to make approaches through diplomatic channels about boycott 
problems affecting particular UK companies and that its ability to 
take more diplomatic opportunities for this purpose is limited only 
by the extent to which appropriate cases are drawn to its attention. 
To this end the Government would therefore propose to include a 
passage in the revised note to firms as outlined in para 4 above and 
would be prepared to publicise representations on occasion if the 
conditions outlined in para 4 above are satisfied. 
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INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT : RECOMMENDATION 7 
Note by the Department of Trade 


RECOMMENDATION 7 

"HMG should give careful consideration to the use of public 
funds in support of particular Boycott-related transactions, 
lest they seem to be aiding the Boycott, and they should 
also consider not handling Boycott-related documents." 

Comment 

2 The meaning of the recommendation is obscure, even when 
read in conjunction with its related paragraph 112. Assuming 
that the general intention is to discourage compliance with 
the Boycott and to dissociate HMG from its operation, the main 
possibilities which the Committee may have had in mind would 
seem to be:- 

(a) The withdrawal of government export support and 
assistance to companies which comply with the 
Boycott requirements ie action similar to that 
taken by the Canadian government. 

(b) The refusal to provide direct financial support 
from public funds for contracts involving Boycott 
clauses. 

(c) Compliance with the Boycott by directly funded 
government bodies and agencies. 

(d) The transmission or otherwise facilitating the 
processing of Boycott-related documents. 

3 It can be taken that the recommendation does not 

apply to the nationalised industries since in paragraph 111 
they are put on an equal footing with commercial companies. 

Assessment 

4 There is no point in considering the particular problems 
associated with withdrawing promotional support from firms which 
comply with the Boycott. Such a change would be contrary to 
HMG’s general policy and indeed to the Committee’s own 
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recommendation that every effort should be made to encourage 
exporters. 

# 5 This does not, however, dispose of the recommendation and 

difficult' problems arise under both 2(b) and (c) above. 

6 On the question of direct financial support, it is understood 
that while ODM do not accept any Boycott—related conditions in 
aid agreements, resulting contracts between an overseas client and 
a UK supplying or contracting firm may well include Boycott 
clauses. Similar circumstances could arise in relation to 
contracts involving assistance from the Shipbuilding 
Intervention Fund, the Industry Act or similar sources. No 

such cases have, however, arisen to date to our knowledge. 

7 This is clearly an area in which the government could be 
vulnerable to criticism, even apart from the Select Committee 
recommendation. Many people would feel that where the 
government had the ability to apply leverage to counter Boycott 
pressures, it should do so. However, attempting to formulate 
general rules to deal with such cases would be beset with 
difficulty. It might be possible to apply leverage in the 
case of contracts and projects wholly financed from UK aid 
although as CRE5 have discovered, to define what is and what 

is not a Boycott clause in a contract is not itself an easy 
matter. But such a policy would imply a willingness to adopt 
a position of confrontation. It is true that such cases could 
only arise on a limited scale since comparatively few of the 
Arab states qualify for aid ie the poorer countries such as 
Jordan, Syria, Egypt and the Sudan. But accepting the principle 
of challenge would give rise to further problems in the case 
of contracts which are part financed eg under the SCAT procedure 
or on a cooperative basis with other aid donors. In such cases 
a policy of resisting Boycott clauses in contracts would either 
prove impossible or contrary to our own interests since in many 
cases the object is to persuade the recipient country to award 
contracts to the UK in preference to our competitors. Similar 
considerations apply in the case of the Industry Act and similar 
funds. 

8 The Committee appear to have sensed the difficulties and the 
report does not itself propose any particular and firm line of 
policy. It is suggested therefore that the only course is to 
make no general change to present practices. However, it would be 
as well to recognise that cases involving government financial 
assistance may arise where the outside pressure may be such 
that the government may feel forced to intervene to try to secure 
the removal of Boycott clauses. The Norwegian government found 
itself in a similar position recently in relation to a shipbuilding 
contract with Egypt. 
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9 As to 2(c), the present position is that government 
departments do not give Boycott undertakings nor do such 
bodies as the White Pish Authority nor,it is understood; the 
BIS or Crown Agents, where they accept a contractual obligation 
on behalf of the government. No attempt has been made to 
formulate rules for other organisations, of which there are 

a great many and whose dependence upon and relationhip to the 
government varies considerably. 

10 To go further than the present position would give 
rise to immense administrative and policy difficulties. It 
is therefore proposed not to make any basic change or to try 
to set specific guidelines but, in the case of government 
supported organisations, to rely on the statement of policy 
set out in paragraph 6 of IGAB(78)3. The onus of 
deciding whether to accept Boycott clauses or not will therefore 
be left for the individual decision of the organisations 
concerned, weighing the government’s overall policy on the Boycott 
against their ability to resist Boycott undertakings and their 
commercial interest. Here again, cases may arise which are of 
such potential embarrassment that goveramenjt action may be required; 
such cases can only be dealt with as they arise. 


The Government’s reponse 

11 The government will have to make it clear that it does not 
intend to deny export assistance to companies which comply with 
the Boycott. As far as its own position is concerned, it will 
be able to give an assurance that government departments do not 
accept Boycott clauses in contracts to which they are direct 
signatories or which are signed in the government’s name. If 
possible, it would be best not to go further into the difficult 
area of aid policy or the position of other government supported 
organisations. But if either question is raised, the position 
will have to be explained, in the'case of aid financed contracts 
on the basis of the arguments outlined in paragraph 7 and in the 
case of government organisations on the basis of paragraph 10 above. 
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INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT : RECOMMENDATION 9 
Note by the Department of Trade 


RECOMMENDATION 9 

"HMG should cease authenticating negative certificates of 
origin' 1 . 

Comment 

The recommendation, while itself straightforward, overlooks 
some complex points of principle and practice. The Committee 
have, apparently, ignored the question of what is a negative 
certificate (in practice a declaration attached to a normal 
certificate of origin), how it differs from other Boycott- 
related declarations and the wider implications of their 
proposal. But this is almost certainly deliberate. The explanation 
in paragraphs 117 and 115 stresses the point that the Committee 
is concerned that the government should make a gesture for 
presentational reasons. This is also likely to be the way 
in which the issue•is viewed by many outside people, not solely 
the anti-Boycott lobby. 

Assessment 

2 The pressures to concede this change in practice have always 
been resisted for what have appeared to be very strong reasons. 

As a result of the work which has been done in connection 

with the Select Committee, the reasons have been examined anew 
and we are now in a better position to form a judgment than at 
any time previously. 

3 The main arguments against ceasing to authenticate signatures 
on negative certificates are:- 

(a) The risk to trade : 

Iraq is the only country of the five Arab states 
requiring negative certificates (the others being 
Bahrein, Libya, the PDRY and the YAR) which insists 
on the authentication of signatures by the PCO. 

In the case of the latter countries, authentication 
by the Joint Arab British Chamber of Commerce (JABCC) 
is accepted. The maximum amount of trade v/hich would 
be placed at risk by a change would therefore be 
the £200m. worth of UK exports to Iraq. 
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(b) The risk of confrontation : 

There would be some risk of worsening even 
further our relations with Iraq. But the more 
general risk that the Arab states v/ould regard 
action as confrontational is probably not great, 
given that the provision of negative certificates 
v/ould not itself be prohibited. 

The problem of administration : 

Nationality and Treaty Department has argued that 
separating applications relating to negative 
certificates and recording them would create a 
substantial additional administrative burden. 

The question of principle : 

It has been consistently argued that the 
authentication of signatures on negative certificates 
does not imply recognition or any condoning of 
the Boycott. Acceptance of the Committee's 
proposal could involve de facto an admission that 
the procedure did have a greater signficance 
and substance. Such an admission could have wider 
implications. 

Consistency : 

In form, negative certificates are Boycott declarations 
and as such are not significantly different in kind 
from other forms of Boycott-related undertakings 
which are also authenticated. Ceasing to 
authenticate the former but not the latter would be 
a difficult position to defend. 

4 The last two points are obviously matters of substance. There 
can be no question of overturning the basis on which Nationality 
and Treaty Department operate in order to meet this recommendation. 
Nor would it be acceptable to cease authenticating signatures on 
all Boycott-related documents. A recent survey by Nationality and 
Treaty Department covering ten working days showed that while 

79 negative certificates were received they v/ere also sent some 25 
other Boycott-related documents^ some of which could be replies to 
Boycott questionnaires. Assuming only one of these documents 
was a Boycott questionnaire, refusing to authenticate v/ould still 
mean that some 26 UK firms might be added to the blacklist every 
year or be prevented from removing their names. 

5 The only way in which’ such problems can be overcome is for 
the government to acknowledge that a gesture is needed and that 
this should take precedence over such considerations as consistency. 
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It would be unusual for the government to put itself into 
an illogical position and there is some danger that over time 
it may not be found to be a tenable one. However, it could 
also be made clear that if pressure was applied to the 
government to adopt a consistent approach, its only course 
could be to continue to authenticate signatures on negative 
certificates. 

6 Following this route would mean that the main arguments 
against change, assuming that the administrative objection is 
not a final one, would be those relating to the risks to our 
trade and general relations with Iraq. These risks are 
difficult to assess. It is unlikely that UK/lraq trade would 
cease entirely. Despite the fact that US exporters are no 
longer permitted to give negative certificates, US exports to 
Iraq have not apparently been affected substantially. 
Furthermore, a recent report indicated that Iraq no longer 
required negative certificates. Efforts are being made to 
establish the true position. 


7 The second risk, that to our present relations with Iraq, is 
equally uncertain. UK/lraqi relations are at present bad. 

A change in the practice of authentication could make a bad 
situation worse or possibly it might simply be ignored. 

8 There is, however, a further aspect namely that before 
making any change, the government would be bound to consult 

at least the ABCC, the CBI and COMET, all of whom said or implied 
in their evidence that the present practice of authentication 
should continue. In the process of consultation, we should 
wish to establish how the organisations viewed the actual risks 
of change. A further advantage of consulting would be that 
it would also give time for the position in relation to Iraq 
to change. 

The Government’s response 

9 If it is felt that’ the recommendation should not be ruled 
out on the grounds of principle or consistency, the right 
approach could be to indicate that the government is willing to 
consider the possibility of ceasing to authenticate but explain 
that, in view of the risks to British interests, it will be 
necessary to consult the main commercial organisations before 

a final decision is taken. 
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INTERDEPARTMENTAL GROUP ON THE ARAB BOYCOTT 
LORDS SELECT COMMITTEE REPORT : RECOMMENDATION 11 
, Note by the Department of Trade 


RECOMMENDATION 11 

’’Resistance to the secondary and tertiary boycotts is more 
likely to succeed if undertaken by the EEC as a whole rather than 
by one Member State. Since existing Community instruments are 
of limited value, an initiative should be taken in the 
European Council to develop a common European policy. HMG 
should seek to put the subject on the Council agenda and to give 
effect to the Community’s fundamental principle of non¬ 
discrimination." 

Comment 

The recommendation needs to be read in conjunction with paragraphs 
117 - 119. It is a recommendation to which the Committee 
attached considerable importance and one that will attract 
close attention. It places a direct responsibility on HMG 
to initiate a discussion in the Community with the object of 
agreeing concerted action. It is also suggested that the 
matter should be raised initially at the level of Heads of 
Government. The nature of any concerted action is left open. 

It does not appear that the Committee expect Community legislation 
to result although that possibility is not ruled out. They 
place some emphasis on diplomatic action - using the 
Community’s strength to persuade the Arab states to mitigate 
or abandon the secondary and tertiary boycott. It is helpful 
that the report disposes of the idea that useful action might 
be taken under Articles 85 and 86. 

Assessment 

2 The Committee is undoubtedly right that if any serious and 
sustained challenge is to be mounted against the Boycott, 

Community action represents the only practical course. There 
are, however, two obstacles to this being achieved. First, 
there is the point made by the Secretary of State for Foreign 
and •Commonwealth Affairs in his letter of 20 July to the 
Committee about the risk to Arab/Community relations. That 
must apply to diplomatic pressure as well as any attempt to concert 
Community legislation. Secondly, there is no evidence that there 
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is a consensus within the Community to tackle the problem. Many 
Member States are too anxious about their relations with the 
Arabs and conscious of the economic power of the oil producing 
states to associate themselves with a direct challenge. 

3 A UK initiative of the kind suggested,by the Committee 
v/ould therefore be bound to fail. Moreover, if pressed 
hard, an attempt to encourage a concerted Community policy 
of resisting and combatting the Boycott could itself be 
damaging to the UK’s relations with some of the Arab states. 

4 On the other hand it would be difficult for the Government 

to defend the position that any discussion of the Boycott within 
the Community, whatever its character, should be avoided. Nor 
is it easy to rest on the view expressed by the Foreign and 
Commonwealth Secretary in his letter that the United Kingdom 
would not itself wish to raise the subject but would be prepared 
to discuss it at any time if there was a general wish in the 
Community to do so. 

5 V/e need therefore to find a way of taking some positive 

step which might result in a discussion in the Community without 
appearing to be a ringleader in action against the Boycott or 
setting in train developments in the Community which would prevent 
us from maintaining our own present policy on this matter. 

6 The main possibilities would seem to be proposing a discussion 
of Member States’ attitudes and policies on the Boycott in an 
appropriate forum or perhaps inviting the Commission to clarify 
their position on the application of the non-discrimination clause 
in the Mediterranean Agreements. The latter idea has some 
attractions. The subject falls within Community competence; the 
onus would be placed on the Commission since it is they who have 
said that the non-discrimination clauses are relevant. One 
disadvantage of such an approach is that the Mediterranean Agreements 
apply only to a limited number of Arab states; it v/ould be 
difficult to present such action as a sufficient response to the 
Committee’s proposal. Another disadvantage is that the UK might 
appear to be instigating action against the Arab States concerned, 
and against the Boycott in general. 

7 On balance therefore it would seem preferable simply to have 

a general exchange of views with Member States about their policies 
towards the Boycott. We would make it clear that we were not seeking 
to persuade Member States to adopt any particular course of action. 

We would simply explain our own policy and hear what other Member 
States had to say about theirs. 

8 The main courses- open if HMG decide to propose a general 
discussion in the Community are:- 

(a) Raising the issue of the Boycott in the course 
of a discussion of the Middle East situation 
within the political cooperation framework 
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(b) Drawing the Presidency’s attention to the 
Committee’s report and indicating our willingness 
to discuss and exchange information about 
Member States* experiences within political 

• cooperation 

(c) Drawing the attention of the Commission to the 
proposals and leaving the initiative in their hands. 

9 The advantage of approaching the Commission would be that 
it would minimise the involvement of the UK. The Commission 
alone is entitled to make proposals for Community action. The 
disadvantage is that it would not be possible entirely to 
predict what the outcome might be and it would be inadvisable to 
raise matters which do not necessarily fall wholly within the area 
of Community competence. Therefore political cooperation is 
probably the better framework. It is less formal and there is no 
requirement that any discussion should have a particular outcome. 
One disadvantage might be that a discussion within political 
cooperation might carry the implication that a political 
initiative was in prospect. However, even if other Member States 
agreed to participate in such a discussion, they as much as 
the UK would be anxious to reassure the Arabs. 

10 If it is agreed that political cooperation provides the 
correct framework, further consideration needs to be given 
on the question of how the issue might best be raised. It 
would seem preferable to raise the matter with the Presidency 
but that in turn raises the question of which Presidency 
and when an approach should be made. It is assumed that there 
will be general agreement that the subject should not be raised 
at the level of Heads of Government. 

The Government’s response 

11 The Government’s response would be that it does not at this 
time consider that it would be desirable to propose any specific 
Community action about the Boycott but that it agrees with the 
Select Committee that there might be some merit in having a general 
exchange of views with other Member States about policies on the 
Boycott and that certain action was therefore being taken, (is 

one of the alternatives at paragraph 8 (a) to (c) above). 

12 There might be advantage in taking the action in advance 

of the debate so as to forestall pressure for pursuing the matter 
in some other way and to show that the Government was in earnest 
in seeking a discussion. 
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Date 27 September 1978 


Surrey GUI 3UQ 




* 


ARAMCO : CLAUSE 21 



Thank you for your letter of 15 August, which I acknowledged on 21 August* 

2 I can indeed confirm that, though it is not immediately apparent, Clause 
21 is connected with the Arab boycott of Israel. The clause is not of course 
one imposed by the Saudi government, in the interest of enforcing this boycott; 
rather, it is a piece of self-protection designed by Aramco to prevent their 
losing money as a result of their suppliers* running into trouble with the boy¬ 
cott. The generality of the wording is due to the US anti-boycott legislation. 

3 The Department of Trade does not regard any boycott clause as ’immutable*. 
Virtually all private buyers, and most governments, are prepared to negotiate about the 
detailed wording of such clauses, and even about whether they need be included 

at all. Indeed we pre glad to offer such guidance as we can on forms of words 
which may be acceptable to particular Arab governments. We can however do no 
more than advise; the decisions whether to open negotiations, or what wording is 
acceptable, must be taken by companies, including your members. Then, naturally, 
if a UK exporter decides to conclude a contract with something like Clause 21 in 
it, ECGD v/ill not insure against a loss arising simply from the other partyfs 
contractual enforcement of it. 

4 In fact I would hope that UK companies - at least, those v/ith no US connections 
- should not have much difficulty in negotiating amendments to Clause 21. If you 

or any of your members would like to discuss this with us further they may like to 
contact my colleague Timothy Walker (01-215 5497)* 

5 By all means circulate this letter, if you wish, to those. of your members who 
may be interested. 


RHS Wells 


C2&91 
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Mr E Welle CRE5 
ABAMCO : BOYCOTT 
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19 SEP 1973 


Reference 
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Thank you for copying to me yjaur letter of 23 August to Jedda about Mr Outridge*s 
letter on this subject. Thisiarrived when I was on leave and unfortunately I 
only saw it on the arrival of Mr Gray's letter of 11 September. 


2 It might be helpful if I gave a more accurate statement of KMG 1 s policy 
than that repeated by Mr Outridge. We do not regard any boycott clause as 
immutable; virtually all private buyers and most Governments are prepared to 
enter into negotiations about the detailed wording or even the inclusion of such 
clauses and this is the advice we give to firms. But it is for the firms to 
decide whether and to what extent they wish to include boycott clauses in their 
contract and to weigh up the potential costs and benefits of trying to change 
them. We, and Posts, will also offer guidance on the forms of words v/hich may 
be acceptable to Arab Governments although again it is for firms to decide 
whether they are prepared to sign them. There have also been occasions, 
particularly in Iraq, where the Commercial Section of the Embassy have complained 
that a particular clause goes further than the principles of the boycott as we 
understand them. Such representations have sometimes been successful. 


3 In fact, as Mr Gray points out in his letter of 11 September, the particular 
clause which is causing Mr Outridge problems is not included at the instigation 
of the Saudi Arabian Government but of Araraco. Given that it is included, 
according to Mr Peirce, merely to protect Aramco from the problems stemming from 
the US legislation, I would have thought that British firms, at least those with 
no American connections, would be well placed to negotiate its removal. 


4 Mr Bossom will no doubt be commenting on Mir Outridge*s interpretations of 
ECGD's policy, but my understanding, based on ECGD’s evidence to the Lords 
Select Committee, is that responsibility for the terms of a supply contract - 
its enforceability and fairness - rests firmly with the exporter. Under supplier 
credit guarantees any loss arising from the enforcement of conditions freely 
agreed between the contracting parties would not be insured. 

5 I hope that these points would help to allay Mr Outridge 1 s worries about 
the boycott conditions. In any case I will be very happy to speak to him in 
more detail and at greater length if you thought that would be helpful to him. 


IlKlUL 

T E H WALKER 
CRE5 

September 1978 


cc: Mr Bossom ECGD 
Mr Kealy MED 
Mr Gray Jedda 
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TO ROUTINE E C G D TELNO EXCED- 43 OF 2ND AUGUST 1973 
AND TO ROUTINE F C 0,' CRE5,' DOT 
INFO ADEN JEDDA SANAA AND MUSCAT 


YOUR EXCED 33s ARAB=LEAGUE BOYCOTT OF PDRY, 

1. BOTH THE KUWAIT FUND AND THE ARAB FUND HAVE CONFIRMED ' 

that finance is still being provided for ongoing projects, 

NO CHANGE IN THIS POLICY IS EXPECTED, 

2. THE KUWAIT FUND WERE DISTINCTLY EVASIVE ON FINANCING 
NEW PROJECTS, FROM WHICH IT APPEARS THAT THERE WILL BE 

NO (REPEAT NO) SUSPENSION C$F AID, THE ARAB FUND HAVE HAD 
NO BOARD DECISION ON FUTURE AID AND DO NOT EXPECT TO PUT 
UP A TEST CASE FOR SEVERAL MONTHS BY WHICH TIME THEY 
BELIEVE THE POLITICAL SITUATION MAY HAVE CHANGED, 

3. (FCO) THIS ALSO ANSWERS .BEAUMONT'S LETTER OF 14 JULY. 
PLEASE COPY TO HM TREASURY.," BANK OF ENGLAND AND 0 D M. 
GRATEFUL IF YOU WOULD PASS INFORMATION ALSO TO CROWN AGENTS, 


CRAWFORD 


/COPIES SENT TO CRE DOT/ 
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Saudis [-an 
another 93 
companies 

By James Buchan 

JEDDAH. June 12. 
THE SAUDI Ministry of Com¬ 
merce has announced the boycott 
of all 93 international companies 
in which the olackiisted Gulf and 
Western Industries of New York 
holds more than a fifty per cent 
share. 

The new rev’!'lions, compiled 
from data c : ovided to the 
Ministry by t..„ Arab League 
Boycott Office in Damascus are 
effective from June t>. Ten UK 
companies are listed as G arrd.W 
subsidiaries. 

The Ministry announcement, 
l published in the official gazette 
loo Friday, added that the mV* 
Uidiarie* of the blacklisted 
| American Beatrice Foods Co. 
have also been listed, and they 
include the British company. 
HomePak Ltd in which the l r S 
company has an SO per emit 
- holding. - — 

Other, additional companies 
listed bv the Ministry are Bank 
Leumi Trust of New- York, the 
Italian subsidiary of the nartiaHv 
boycotted Sonv Corporation. The 
British company International 
Factors (part of the Lloyds iqd 
Scottish groupl and its subsidiary 
Confidential Invoice D ; scounnn 2 . 
Also listed are 22 ships including 
two registered in me U K. 

Among companies removed 
from the boycott list according 
to the Saudi Ministry arc Puro- 
, lator of the U.S. and all its sub- 
^ sidiaries Hamer and Simmons 
~ (Holdings) Ltd. and its mb* 
; «ddiary In?ram and Glass Ltd., 

both of the U.K. 

‘ - . . . • v 
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A M Layden Esq 
Middle East Dept 
FCO 

FOREIGN BOYCOTTS BILL: LORDS SELECT COMMITTEE 

1 Correspondence with FCO and DOT (largely by telegram) 
has so far studiously avoided any discussion of government 
policy. Indeed Creda 27 to Baghdad in January seemed to hope 
that the government would not need to have one. — 

2 More recently however Creda to Tel Aviv and FCO 193L^. 
to Baghdad give no assurance that the government does intend (Y) 
to oppose the bill. 

3 Although our latest reply emphasises the likelihood 
of damage to our commercial interests in Dubai (Dubai is a 
trading city) I should add that seen from here we would also 
have much to lose politically from such a move - more indeed 
than the Americans. We would be seen to be fighting lire with 
fire and getting burned in the process. We would also be 
breaking ranks with the Nine and damaging our credibility 
across the board on a wide range of Middle East issues. 

b No doubt all this has been rehearsed in the Office 

and by other posts but it worth noting that these points will 
count in Dubai as much as anywhere else. 
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TO PRIORITY F C 0 TELNO 197 OF 11 MAY 1973 

INFO ROUTINE ABU DHABI, BAHRAIN, DOHA, DUBAI, MUSCAT, 

DAMASCUS, JEDDA AND TEL AVIV. 


YOUR TELNO 193 OF 3 MAY: FOREIGN BOYCOTTS BILL 


S A 


1. ANSWERS ARE: 

A) 'UNAUTHENTICATED SIGNATURES ON NEGATIVE CERTIFICATES WOULD 
BE WORTHLESS. ATTEMPTS BY US TO HAVE THEM ACCEPTED WOULD BE 
RESENTED AMD REFUSED, 

B) THERE.HAS BEEN NO PUBLIC REACTION. BUT THE US EMBASSY SAY 
THAT THE KUWAITI REACTION TO US ANTI-BOYCOTT LEGISLATION 

HAS BEEN ON TWO LEVELS. ON THE ONE HAND THE AMERICANS HAVE 
BEEN TOLD REPEATEDLY THAT IT WILL LEAD TO BUSINESS GOING 
ELSEWHERE AMD INDEcP THEIR' BUS I NESS HAS ALREADY SUFFERED 
TO SOME EXTENT PARTLY FROM U S FIRMS NOT 'BIDDING FOR TENDERS 
THROUGH FEAR, SOMETIMES MISCONCEIVED, OF TRANSGRESSING THE 
VERY STRICT PROVISIONS OF THE US LEGISLATION. ON THE OTHER 
HAND THE AMERICANS HAVE FOUND THAT SOME ARAB COUNTRIES ARE 
PREPARED TO CONSIDER QUIETLY AMENDING THEIR OWN NATIONAL 
BOYCOTT LEGISLATION IN ORDER TO ELIMINATE POINTS OF CONFLICT 
WITH THE US LEGISLATION WHERE POSSIBLE. THE SAUDIS ARE 
APPARENTLY WORKING TO THIS EFFECT. IN KUWAIT A HIGH LEVEL 
COMM ITTEE IS CONS IDERING (WITHCJT PUBLICITY) HOW LOCAL 
BOYCOTT (NEXT WORD UNDERLINED) PRACTICES (RATHER THAN LEGISLATION) 
MIGHT 3E AMENDED. THE KUWAITIS HAVE EVEN BEEN PREPARED TO 
DROP BOYCOTT LANGUAGE FROM CONTRACTS WHERE A US FIRM HAS 
BEEN THE SUCCESSFUL BIDDER. NATURALLY NEITHER SIDE WOULD LIKE 
THIS TALKED ABOUT (AMD THE CONFIDENCE OF THE U S EMBASSY 
SHOULD BE RESPECTED). 


CONFIDENTIAL 


/C) IF THE 
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C) IF THE BILL '-.'ERE ENACTED, IT WOULD BE REGARDED AS A 
PLITICAL ACT AGAINST TTHE ARAB CAUSE. THE FACT THAT IT 
IS A PRIVATE BILL MIGHT BE UNDERSTOOD BUT WOULD NOT MINIMISE 
THE DAMAGE. THE RESULT OF THE BILL WOULD CLEARLY BE HARMFUL 
FOR BRITISH EXPORTS, BUT IN THE LIGHT OF THE COMMENTS BY 
THE US EMBASSY WE WOULD NOT BE SHUT OUT OF THE MARKET. ON 
THE OTHER HAND IN THIS VERY COMPETITIVE MARKET O'JR POSITION 
WOULD CERTAINLY BE WEAKENED. IN THE PAST, FOR EXAMPLE, THERE 
HAVE BEEN CASES WHERE BUSINESS HAS BEEN STEERED IN OUR 
DIRECTION BECAUSE OF OUR PRESENT VERY CLOSE RELATIONSHIP 
WITH THE KUWAITIS. THIS ADVANTAGE WOULD PRESUMABLY BE LOST. 

2, UNILATERAL ACTION BY THE UK CAN DO US NOTHING BUT HARM. 
ONLY BROAD MULTILATERAL ACTION INVOLVING THE MAJOR SUPPLIERS 
TO KUWAIT WOULD BE EFFECTIVE AND FROM OIJR POINT OF VIEW SAFE. 

CAMBRIDGE 
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CONFIDENTIAL 

TO PRIORITY BAGHDAD TELNO 193 OF 8 MAY 
AND TO AMMAN, ABU DHABI, ADEN, BEIRUT, BAHRAINJ^Qa IRC^P 
DAMASCUS, DOHA, DUBAI, JEDDA, KUWAIT, SANAA, TEL AVIV, 
TR I POL I. 



FOREIGN BOYCOTTS BILL: SELECT COMMITTEE. 


1. AS YOU KNOW THE COMMITTEE IS NOW TAKING EVIDENCE. FCO IS TO 
GIVE ORAL EVIDENCE ON 16 MAY. WE EXPECT QUESTIONS TO COVER THE 
FOLLOWING (AMONG OTHER THINGS): 

(A) HOW WOULD THE ARAES REGARD A CHANGE IN FCO CERTIFICATIONS 
PRACTICE WHEREBY SIGNATURES ON NEGATIVE CERTIFICATES WOULD NO 
LONGER BE AUTHENTICATED? 

(B) WHAT IS THE ARAB REACTION TO THE RECENT US ANTI-BOYCOTT 
LEGISLATION (SO FAR AS THERE HAS BEEN ONE, SOME OF THE REGULATIONS 
NOT YET BEING IN EFFECT): 

(C) HOW WOULD THE ARAES BE LIKELY TO REACT TO THE PASSAGE OF 
THE PRESENT BILL (WHICH WOULD MAKE ILLEGAL COMPLIANCE BY BRITISH 
FIRMS WITH THE CONDITIONS OF THE BOYCOTT)? WE (AND DOT) HAVE . 
ALREADY RECEIVED REPRESENTATIONS FROM SOME ARAB AMBASSADORS IN 
LONDON. WE HAVE ALSO SEEN SOME PRESS REPORTS WHICH SUGGEST THAT 
SOME ARAB GOVERNMENTS MAY BELIEVE THAT THE BILL IS ALREADY LAW 
OR AT LEAST GOVERNMENT POLICY. 

2. ALL OF THESE QUESTIONS HAVE ALREADY BEEN TOUCHED ON IN DOT 
ORAL EVIDENCE FROM THE TRADE POINT OF VIEW. FCO WILL HOWEVER 
BE EXPECTED TO COMMENT ON POLITICAL ASPECTS. GRATEFUL FOR YOUR 
COMMENTS BY 14007. FRIDAY 12 MAY. 

OWEN 

f- I LrSS' 

/Y^/Yrt-O FiruwJJlifL. 
r.'Lt.D, M iCTHCi-xtlS 

n <2. D. h iVFiOCr 
/YT-fc. 

N. A- 6 . 
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DEPARTMENT OF TRADE 
1 Victoria Street 
London SW1H OET 

Direct Line 01-215 4320 
Switchboard 01-215 7877 



With the Compliments of 

A C Hutton 
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DEPARTMENT OF TRADE 

1 VICTORIA STREET 


LONDON SW1H OET 


Telephono Direct Line 01-215 4320 

Switchboard 01-215 7077 


10 April 1978 


H St J B Armitage Esq OBE 
British Embassy in the 
United Arab Emirates 
Dubai 



FOREIGN BOYCOTTS BILL : LORDS SELECT COMMITTEE 

Thank you for your letter of 3 April which Maurice Hunt has 
passed on to me since it is my branch which is principally 
concerned with the preparation of evidence for the Lords 
Select Committee. 

2 In putting together our evidence, we certainly did not 
overlook the statement by the Commissioner General of the Arab 
Boycott, which as you say you forwarded to us some two years 
ago. It has proved indeed a useful document and one to which 
v/e refer frequently in advising firms about the nature and 
intention of the Boycott. 

3 Peter Gregson and I gave very careful thought to the 
range of documents to which we should draw the Select Committee’s 
attention and to which we should refer in support of our own 
written evidence. In many ways, the inclusion of the Mahgoub 
paper would have been helpful as a means of illustrating some 

of the points we made in the Department’s note. But it seemed 
to us that there were two main objections to its inclusion. 

The first was that, although it is illuminating to know how 
the Commissioner General views his task, his pronouncements 
are not necessarily authoritative in the sense that they 
represent the collective views of the members of the Arab League. 
We had taken the precaution, before submitting our evidence, of 
asking the League Headquarters in Cairo whether any recent 
statement existed of the principles of the Boycott. We received 
an unqualified negative reply. The second reason v/e omitted 
the statement was our concern about its tone and the way in which 
it v/ould be regarded by the Select Committee. V/e are always 
conscious that attempts to explain the nature of the Boycott 
can very easily be represented as defending it. Our position 
would not be helped if v/e included in our evidence material which 
would be regarded as propaganda by the Boycott opponents. 

Moreover, the inclusion of statements such as those on page 2 of 
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the Mahgoub summary in the official written evidence, could 
be criticised by those who are sensitive about such matters 
as giving publicity to the anti—Zionist cause. 


4 As you will anoreciate, we feel ourselves to be 

walking something of a tight-rope. Having looked through our 
written evidence and the attachments and having compared them 
with the Mahgoub statement, I am fairly sure that we could not 
be criticised for failing to give a reasonably balanced ana 
impartial account. It is quite possible that other 
organisations will put forward other documentary evidence 
including statements by Mahgoub. If they do, we "k nen 

be in a position to draw attention to the fact that his 
description does not at material points conflict with ours. 


5 I am sending copies of this letter to the recipients 

of yours. 



A C Hutton 
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TO PRIORITY DOT TELNO CREDA 56 OF 9 APRIL 1973. 
INFO ROUTINE SANA'A AND DAMASCUS* 


/s/* 


YOUR TELCO CREDA 29 TO SANA'As REGIONAL BOYCOTT CONFERENCE, 

i: 

Oils? CONTACT IN LOCAL BOYCOTT OFFICE TELLS US THAT CURRENT 
RELATIONS BETWEEN SOME MEMBER GOVERNMENTS HAVE DELAYED 
AGREEMENT ON TIME AND PLACE* HE WILL ONLY ANSWER YES OR 
NO TO SPECIFIC QUESTIONS REGARDING AGENDA ITEMS. HE 13 
FRIENDLY BUT RESERVED. IF THERE ARE' AMY PARTICULAR UK 
FIRMS YOU WOULD LIKE US TO CHECK ON THREEORE WE COULD 
FR03ABLY GET HIM TO SAY WHETHER THEY ARE TO BE DISCUSSED 
OR NOT* 


lAWSR I DOE 
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I. 


ARAB BOYCOTT OP I 


Kjli. i.l 


1. 


Please refer to 




UcliD 

larch's letter to me of 
.rab boycott of Israel, 


correspondence resting. \;ith 

of 13 March 1976 about the 


2# .o have just received a copy of the DoT 
evidence to the Lords select Committee PM Foreign 
Members Bill. In Part I paragraph 3 it is stated 
that "HMG has no recent authoritative statement 
by the Arab League itself on the scope of the 
boycott, attached at Annexes 4 and 3 are statement 
which throw some light on the way in which the 
boycott is regarded by certain .rab organ!sations. 

Fhe 1 ' .• t paper sitwa is li 87. 

3. Under cover of my letter 122/1 to you of 23 
February 1976 I enclosed a summary of the nature 

of the .rab boycott of Israel submitted by the Head 
of the Arab Boycott Office to the Middle East nound 
Table in Beirut in 1975. I commented then that one 
major omission from the DoT background note was 
that it failed to mention the very broad reasons 
for boycott. These were summarised by Mahgoub as 
"when a foreign company or foundation carries out 
any action in Israel which might suoport its economy, 
develop its industry or increase the efficiency of 
its military power". 

4. That summary is authoritative and important 
elaboration of the General Princioles of the .rab 
Boycott (Annex 4 of the DoT paper), particularly 
paragraph 4(h), and references elsewhere to firms 
assisting in major military projects, etc. 


3 V? cOfip 
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o* lahr,oub f s paper is an important piftce not least 
because it sets the atmosphere in which Boycott and 
Arab League rules should be read if they are to be 
better understood. It should not have been omitted 
from the evidence to the ^elect Committee as an 
unusually well-balanced presentation. 

3. Papers do get lost - may I suggest that Mahgoub’s 
paper is brou ht up until a better or more 
authoritative or more up-to-date presentation emerges. 


Ii it J B .rmitage 


cc: A Leyden Esq MED FCO 

James Glaze Esq Abu Dhabi 








